






















Bus. ADM 


he Burroughs 


Clearing House 

















61,696 COPIES OCTOBER, 1932 


IN THIS ISSUE: 


Depression’s Back to the Wall 


By ARTHUR CRAWFORD 


For Fees That Compensate for the Liability 
Assumed by the Corporate Trustee 


By OLIVER J. NEIBEL 


The $20,000 Bull’s-Eye 


By FRED COPELAND 


Let’s Hope We'll Never Forget 


By DONALD B. SMITH 


Tracing the Gold Movements 


By JOHN T. MADDEN 


How Bondholders’ Protective Committees 


Work 


By PAUL P. PULLEN 


Lotteries Through the Ages 


By GEORGE BOYLE 


perce 


A Magazine for Executives~@ounded in 1916 





Burroughs 


Standard 


Typewriter 


Priced at $102.50 delivered U.S. A. Now on 
display at alllocal Burroughs sales offices ... 
or you may write the factory for full particulars 


OUTSTANDING 
FEATURES 


Quiet and smooth in 
operation. 


¢ 


Burroughs quality in con- 
struction, materials and 
workmanship. 


* 


Light key touch and fast 
action. 


. 


Unusually attractive 
appearance. 


° 


Every operating feature 
located in the most acces- 
sible position. 


Sd 


Backed by Burroughs 
nation-wide service. 





Careful buyers of typewriters are quick to note 
the scientific design and the quiet, smooth opera- 
tion of Burroughs Standard Typewriter. They 
recognize that this latest Burroughs product, like 
every other Burroughs, is precision-built with the 
highest quality of materials and workmanship. 
They appreciate the security of having a type- 
writer backed by Burroughs service. Before you 
invest in a new typewriter see this new Burroughs. 


Call the local office for a complete demonstration. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 
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-LETTERS- 


Accounting for the Check Tax 


Sirs: Recent legislation compelled banks to assume the added 
burden of acting as a collection agency for the federal government. 
We are forced to assume this burden with very little time to pre- 
pare an efficient method of collection. Various collection means 
have been adopted by banks throughout the country with varying 
success. 

We considered all methods brought to our attention and finally 
developed an experimental method of our own which has proven 
so satisfactory that I feel it may be of assistance to other banks— 
especially the smaller banks—if described in your columns. 

We have a special rubber stamp as illustrated herein which we 
apply to all taxable items and insert the 
new amount—the face amount plus the 
two cent tax—of the item with pencil, 
the item is posted with tax added in one 
operation. Thus a check in the amount 
of $100.00 is posted simply as $100.02. 
At the end of the day it is necessary only 
to count the number of items bearing 
this stamp and note the amount collected 
at the bottom of the Check and Deposit 
Journal sheet. 

We then set up the account on our 
General Ledger: ‘‘Reserve for Federal 
Taxes’’ with which we credit these daily collections on customers’ 
checks, as well as the tax collected on cashier’s checks, certified 
checks and rents of safe deposit boxes. At the end of the month it 
is but a few minutes’ task to complete the simple report sent to the 
Collector of Revenue and our task is completed. 

We have found that the time required to stamp and insert the 
new amounts is of small importance, posting and handling of the 
checks is not slowed up to any appreciable extent and practically 
all additional hazard of error is removed. 

In fact our method which was adopted as an experiment has 
proven so highly satisfactory that we can heartily recommend it 
to any bank that finds this additional work a burden. 

A. W. CuHarvron, Assistant Cashier, 
First National Bank, Jerome, Pennsylvania 
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Reciprocity 


Sirs: On our arranging the incoming periodical publications, 
we have noticed that the following volumes and numbers respec- 
tively of your review are missing: Vol. 14, 1929-1930, No. 1, 5, 8, 
9,11; Vol. 15, No. 2, 3. 

Since your publication is very important for our library and is 
used for the study of contemporary questions, I would kindly ask 
you to let us have the missing issues and to send them to the 
address: Economic & Commercial High School Library of the 
seminary for Law and Politics, Zvonimirova ulica 8, Zagreb, 
Jugoslavia. 

Thanking you in advance for your kindness, I remain, Dear Sir, 

Pror. Dr. E. SLapovic, Rector, 
Ekonomsko Komercijalna Visoka Skola, Zagred, Jugoslavia 
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What To Do When the Bank Passes 


_ Stirs: The only bank we had in our town is now in the hands 
of a receiver, and I am considering starting a Currency Exchange 
in the bank building, and desire to get all the information I can 
before starting. 

_ The plan of an Exchange will be cashing of checks, furnishing 
of change in currency and silver, cashier’s checks, buying and 
selling of stocks and bonds, mailing of deposits to various banks 
for business men, safekeeping, insurance and notary work. 

The reason I am writing you is to see if you have developed 
any bulletins on the subject of an Exchange, and if you have pre- 
pared any forms on the operation of and for the use of an Exchange. 

Any information you can give me on the subject will be greatly 
appreciated, and if possible I would like for you to reply by return 


mail. 
H. HH. 


MAatTrHEews, 
General Insurance Agency, Greenview, Illinois 
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And See Page 3 


Sirs: We received the additional copies of the August number 
of The Burroughs Clearing House containing a splendid article 
written by Arthur Crawford entitled “The Bill for Home Loan 
Banks.” The members of our board value this article very highly 
and g was for them that I wished these copies. Thank you very 
much. 


We receive a great deal of valuable information from your 
magazine and appreciate it. 
D. C. ReEEb, Vice-President-Manager, 
Liberty Savings & Loan Association, Yakima, Washington 


eee 


A Tender and Acceptance 


Sirs: Thank you very much indeed for your note of August 
13 and for the copy of your August issue with Mr. Haines’ article 
(‘‘World’s First Money-Making Devices” by Howard Haines, 
Cashier, First State Bank, Kansas City, Kansas) which has proved 
very interesting reading. 

I trust it will be needless for me to say that we shall be glad 
at any time to aid you in the preparation of similar articles for 
which you might require illustrations of coins in our cabinet. 

SYDNEY P. Nog, Secretary, 
American Numismatic Society, New York 
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| Depression’ s Back to the Wall 


HE war against depression has entered a new phase. 
Participating in the latest drive, which has shifted 
from defensive combat to a vigorous offensive, are 


the following: 


1. A central co-ordinating committee created at a 
conference of banking, industrial and governmental leaders 
held in Washington at the invitation of President Hoover 


on August 26. 

2. Subcommittees on half a 
dozen different phases of the 
problem of stimulating busi- 
ness and employment. 

3. Banking and _ industrial 
committees in each of the twelve 
Federal Reserve districts. 

4. The Reconstruction Fi- 
nance Corporation with total 
funds originally amounting to 
$3,800,000,000. 

5. The new system of home 


loan banks in process of organi- 


zation. 

6. The Federal Reserve Sys- 

tem reinforced by emergency 
legislation. 
7. The Farm Loan system 
with Federal Land banks and 
Intermediate Credit banks, both 
strengthened by new legislation, 
and the Farm Board, with its 
revolving loan fund. 

8. Resources of the Treasury, 
Commerce, Agriculture and 
other departments of the govern- 
ment. 

During most of the time Con- 
gress was in session last winter 
the attack upon forces of the 
depression was of a defensive 
character. A financial collapse 
in European countries in the 
Summer of 1931 had been fol- 
lowed by repercussions in the 
United States which nullified 
any gains which had resulted 
lrom the White House con- 
ferences of the fall of 1929 and 
Subsequent activities in 1930 
and the early months of 1931. 
There was a precipitous down- 
ward movement in business and 
industry. An outward flow of 
gold of unprecedented propor- 





cBy Arthur Crawford 


tions aroused fears as to the safety of the gold standard. 
The Glass-Steagall act, the Reconstruction Finance Cor- 
poration act and other emergency measures were enacted 


to aid in stemming the tide of deflation and credit con- 


traction. 


© International 

As President Hoover addressed his conference of 300 bankers 
and industrialists August 26, beginning a new and aggressive 
phase in the war on depression 


Beginning with the adjournment of Congress in July 
the skies began to brighten. 


The depression curve which 
for many months had _ been 
steadily declining showed signs 
of flattening out. There were 
evidences that the bottom had 
been about reached. The 
strategy thus could be modified 
for a long upward pull. The 
acute financial crisis both as 
exemplified in the international 
situation and in bank failures in 
this country seemed to have 
been safely passed. The up- 
ward turn in the security mar- 
kets gave signs of a returning 
confidence, lack of which had 
been the fundamental obstruc- 
tion in the path of business 
recovery. Prices became more 
stabilized and showed the first 
increase in two years. 

These favorable factors had 
not been reflected to any extent 
in statistics of production and 
employment but gave reason 
for hope that before long they 
would be and made the time 
propitious for a new marshaling 
of shock troops for a final drive 
over the top of the depression. 

When the conference of August 
26 took place in Washington 
there was a decidedly hopeful 
atmosphere although the expe- 
rience of the past three years 
had taught the participants to 
be wary of excessive optimism. 


N attendance in the audito- 
rium of the new Department of 
Commerce Building were about 
300 banking and industrial 
leaders of outstanding promi- 
nence from all sections of the 
country, together with govern- 
ment officials. The banking and 
industrial. committees of the 
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twelve Federal Reserve districts, com- 
posed of an equal number of banks and 
business men, formed the nucleus of 
the conference. It is to these com- 
mittees that the leaders look for the 
carrying out of plans for the maximum 
utilization of credit made available by 
government agencies and for the devel- 
opment of programs for the stimula- 
tion of business and employment. 

President Hoover in an _ address 
opening the conference epitomized its 
purpose. 

“The reason for calling this con- 
ference at this particular moment,” 
said the President, “is that we are 
convinced that we have overcome the 
major financial crisis—a_ crisis in 
severity unparalleled in the history of 
the world—and that with its relaxa- 
tion, confidence and hope have re- 
appeared in the world. We are now 
able to take further steps in solution 
of the industrial and _= agricultural 
problems with which we are. still 
confronted.” 

The President described ‘‘a new 
setting for the depression, which offers 
opportunity through this confidence 
to set up machinery for wider-spread 
co-operation of private forces and to 
co-ordinate them with our government 
agencies for aid and action in industrial 
and agricultural fields.” 

After a day of listening to speeches 
by heads of the different government 
agencies that are at work on depres- 
sion problems and by business leaders, 
the conference approved a program 
recommended by a steering committee. 
It provided for a central committee to 
co-ordinate the activities of the banking 
and industrial committees and for a 
number of subcommittees. 

The central committee is headed by 
Ilenry M. Robinson, Los Angeles 
banker, who has been at President 
Hoover’s right hand in dealing with 
many financial problems. Few men 
have had wider experience both in 
domestic and international affairs, his 
service in the latter field having in- 
cluded membership with Charles G. 
Dawes and Owen D. Young on the 
committee which formulated the 
Dawes plan for reparations payments. 


THERS on the central committee 

include Jackson Reynolds, president 
of the First National Bank of New 
York; A. W. Robertson, chairman of 
the board of the Westinghouse Electric 
& Manufacturing Company; Eugene 
Meyer, governor of the Federal Re- 
serve Board; George L. Harrison, 
governor of the Federal Reserve Bank 
of New York; Atlee Pomerene, chairman 
of the Reconstruction Finance Cor- 
poration; Charles A. Miller, president 
of the Reconstruction Finance Cor- 
poration; Franklin W. Fort, chairman 
of the Federal Home Loan Bank 
Board; R. P. Lamont, former Secre- 


tary of Commerce and now president 
of the American Iron & Steel Institute; 
Secretary of the Treasury Ogden Mills, 
Secretary of Commerce Roy D. Chapin 
and the chairmen of the twelve bank- 
ing and industrial committees. 

The chairmen of the banking and 
industrial committees in the twelve 
districts are: 1. Carl P. Dennett, 
Boston, vice-president Chamber of 
Commerce of the United States; 2. 
Owen D. Young, New York, chairman 
General Electric Company; 3. George 
H. Houston, Philadelphia, president 





Underwood & Underwood 
enry M. Robinson, prominent California banker, 
chosen chairman of President Hoover's nine- 
point prosperity conference 


Baldwin Locomotive Works; 4. L. B. 
Williams, Cleveland, Hayden, Miller 
& Company; 5. Edwin C. Graham, 
Washington, D. C., president National 
Electrical Supply Company; 6. George 
S. Harris, Atlanta, president Exposi- 
tion Cotton Mills; 7. Sewell L. Avery, 
Chicago, president Montgomery, Ward 
& Company; 8. J. W. Harris, St. Louis, 
president Harris-Polk Hat Company; 
9. George D. Dayton, Minneapolis, 
president the Dayton Company; 10. 
Joseph F. Porter, Kansas City, 
Missouri, president Kansas City Power 
& Light Company; 11. Frank Kell, 
Wichita Falls, Texas, president Kell 
Milling Company; 12. K. R. Kings- 
bury, San Francisco, president Stand- 
ard Oil Company of California. 

The executive committee of the 
central committee consists of the 
chairman, any three chairmen of the 
several banking and industrial com- 
mittees and the Secretary of the 


THE 


Treasury or the Secretary of Com- 
merce. Ex-officio members of the 
executive committee, who shall not be 
necessary for a quorum, are the 
governor of the Federal Reserve Board, 
the governor of the Federal Reserve 
Bank of New York and the chairman 
and president of the Reconstruction 
Finance Corporation. 


BURROUGHS 


HE six subcommittees of the con- 
ference, the titles of which give an 
idea of the work in contemplation, are: 
1. The problem of making avail- 
able credit affirmatively useful to 
business. Owen D. Young, chairman. 
2. Increased employment on rail- 
roads and stimulation of industry 
through expansion of maintenance of 
equipment and purchase of new equip- 
ment in co-operation with the inter- 
state commerce commission and the 
Reconstruction Finance Corporation. 
Committee consists of Daniel Willard, 
president of the Baltimore & Ohio 
Railroad, and George H. Houston. 

3. Expansion of capital expendi- 
tures by industry in the way of replace- 
ment of obsolete and worn out equip- 
ment and otherwise. A. W. Robertson, 
chairman. 

4. Increased employment through 
sharing work movement. Walter C. 
Teagle, president of the Standard Oil 
Company of New Jersey, chairman. 

5. Possibility of stimulating repair 
and improvement of home movement. 
Members include Sewell L. Avery and 
Clarence M. Woolley, chairman of the 
American Radiator Corporation. 

6. Organization of committees in 
the several districts to assist home 
owners with maturing mortgages. 
Charles A. Miller, chairman. 

The resolutions adopted by the con- 
ference recommended ‘“‘the active co- 
operation of all banking and industrial 
committees in working out the prob- 
lems incident to the making of so- 
called self-liquidating loans by the 
Reconstruction Finance Corporation 
for public and semi-public projects, 
and for slum clearance and housing 
projects as provided in the emergency 
relief act; in aiding the making of cattle 
loans by the Reconstruction Finance 
Corporation and Agricultural Credit 
Corporation; in assisting the establish- 
ment of Agricultural Credit Corpora- 
tions, provided for in the same act, 
and in facilitating the adequate 
functioning of the new Home Loan 
banks.” 

The banking and industrial com- 
mittees, the first of which was estab- 
lished in the New York district under 

the leadership of Mr. Young, had their 
origin in the situation existing last May 
when the purchases of government 
securities by the Federal Reserve banks 
were resulting in the accumulation 0! 
excess reserves by the member banks. 
The first problem for which they were 
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created was to overcome the lack of 
confidence and to deal with other 
factors which interfered with the use- 
fulness of this available credit. Similar 
committees were appointed in the other 
districts under the sponsorship of the 
Federal Reserve banks. Their field 
has been widened as new problems 
have developed. 

Meanwhile the Reconstruction Fi- 
nance Corporation, created by Con- 
gress early in the last session and 
greatly broadened in scope in the 
closing days, has been extending credit 
on a huge scale. The new Home Loan 
Bank Board has been rushing the 
organization of the banks authorized 
in the final days of the session of 
Congress and hopes to have them ready 
for business about October 15. 


UNDER the original act the Recon- 

struction Finance Corporation had 
available $500,000,000 of capital stock 
furnished by the Treasury and was 
authorized to issue debentures totaling 
$1,500,000,000. It could make loans 
to aid in financing agriculture, com- 
merce and industry to banks, building 
and loan associations, insurance com- 
panies, mortgage loan companies, 
credit unions, federal land banks, 
joint stock land banks, and federal 
credit corporations. 

Additional debentures totaling 
$1,800,000,000, bringing the total re- 
sources of the corporation up to 
$3,800,000,000, were authorized under 
the relief act. The additional funds 
were made available to provide for 
new classes of loans, including $300,- 
000,000 to the states for relief and 
$1,500,000,000 for projects of a self- 
liquidating character. In granting 
loans to the states the corporation has 
insisted that they depend upon their 
own resources to the fullest extent 
possible. Thus Illinois 
was granted only a part 
of the amount asked and 
the first request from 
Pennsylvania for a loan 
was rejected pending 
evidence of a determina- 
tion by that state to do 
more for her own needy. 
An advisory board of 
five engineers has been 
engaged in passing upon 
applications for loans 
for self-liquidating con- 
struction projects. 

Under an authorization 
of the Reconstruction 
Finance Corporation act 
as amended by the relief 
act, the corporation has 
announced the forma- 
tion of eight regional 
Agricultural Credit Cor- 
Porations. Two addi- 
ional corporations are 
contemplated. The im- 
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mediate work for these corporations, 
which under the law shall have a 
minimum capital of $3,000,000 each, 
is to inaugurate a program of feeder 
live stock loans. 

Except for the two districts in the 
East, one of the agricultural credit 
corporations will operate in each of the 
twelve federal land bank districts. 
Headquarters of the eight corporations 
first set up will be at Columbus, Ohio, 
St. Louis, Minneapolis, Sioux City, 
Wichita, Kansas, Fort Worth, Texas, 
Salt Lake City and Spokane, Washing- 
ton. The two to be established later 
will be in southern districts. 

At the time of the August 26 con- 
ference Chairman Pomereneannounced 
that the corporation had made 6,205 
loans to 4,618 banks for a total of 
$808,000,000, 663 loans to 628 building 
and loan associations for a total of 
$78,000,000 besides loans to insurance 
companies and other institutions, all 
classes aggregating $1,320,000,000. 
Publicity of the details of loans made, 
beginning with the enactment of the 
relief act, was assured when the clerk 
of the house made public the corpora- 
tion’s report for the last ten days of 
July and announced that he would 
pursue the same policy in the future. 

When President Hoover appointed 
the members of the Home Loan Bank 
Board he selected three men who had 
been active in behalf of the legislation. 
These were Dr. John M. Gries, con- 
struction and home ownership expert 
of the Department of Commerce; 
William E. Best of Pittsburgh, presi- 
dent of the United States Building and 
Loan League; and H. Morton Bodfish 
of Chicago, executive manager of that 
league. The other two members are 


former Representative Franklin W. 
Fort of New Jersey, president of the 
Lincoln National Bank of Newark, 





Three of the nation’s leaders in the conference—left to right, Atlee Pomerene, chair- 
man of the Reconstruction Finance Corporation; Owen D. Young, Chairman of 
the General Electric Company; and Ogden L. Mills, Secretary of the Treasury 
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and an executive of several insurance 
companies, who is the chairman, and 
Nathan Adams, president of the First 
National Bank of Dallas, Texas, vice- 
president of the Chamber of Commerce 
of the United States and a director in 
the Southwestern Life Insurance Com- 
pany. Mr. Fort, Mr. Best and Dr. 
Gries are Republicans while Mr. 
Bodfish and Mr. Adams are Demo- 
crats. 

Under the authority vested in the 
board to establish from eight to twelve 
banks, it was decided to have the 
maximum number of twelve, the 
districts and cilies of location being as 
follows: 

1. Maine, Vermont, New Hamp- 
sire, Massachusetts, Rhode Island and 
Connecticut. Capital of bank, $12,- 
500,000 — Cambridge, Mass. 

2. New York, New Jersey, Porto 
Rico and Virgin Islands. Capital, 
$20,000,000 — Newark, N. J. 

3. Delaware, Pennsylvania and 
West Virginia. Capital, $12,500,000 — 
Pittsburgh, Pa. 

4. Maryland, Virginia, North Caro- 
lina, South Carolina, Georgia, Florida 
and Alabama. Capital $10,000,000 — 
Winston-Salem, N. C. 

5. Ohio, Kentucky and Tennessee. 
Capital, $15,000,000 —Cincinnati, O. 

6. Michigan and Indiana. Capital, 
$8,000,000 — Indianapolis, Ind. 

7. Wisconsin and Illinois. 
$15,000,000 — Evanston, IIl. 

8. North Dakota, South Dakota, 
Minnesota, Iowa and Missouri. Capi- 
tal, $7,500,000 —Des Moines, Ia. 

9. Arkansas, Miuississippi, Loui- 
siana, Texas and New Mexico. Capi- 
tal, $10,000,000 — Little Rock, Ark. 

10. Nebraska, Kansas, Oklahoma 
and Colorado. Capital, $7,500,000 — 
Topeka, Kansas. 

11. Montana, Washington, Oregon, 
Idaho, Utah, Wyoming 
and Alaska. Capital, 
$6,000,000 — Portland, 
Ore. 

12. California, Ne- 
vada, Arizona and 
Hawaii. Capital, $10,- 
000,000 —Los Angeles, 
California. 

Subscription books for 
stock in the banks, 
which may be sub- 
scribed by building and 
loan associations, insur- 
ance companies and sav- 
ings banks but not by 
national or state banks, 
will remain open for 
thirty days. The bal- 
ance of the capital re- 
quired up to a maxi- 
mum of $125,000,000 
will be subscribed by 
the Treasury from funds 
of the Reconstruction 
Finance Corporation. 


(Continued on page 28) 
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- THE BURROUGHS 


or Fees That Compensate 
for the Liability Assumed 
— by the Corporate Trustee 


By Oliver J. Neibel 


Assistant Trust Officer, Commerce Trust Company, Kansas City 


N an effort to determine the fees 
which should be charged by banks 
and trust companies for the various 

fiduciary services rendered by them, 
trust department executives and ac- 
countants have in the past two years 
given considerable thought and study 
to trust department costs. Most of 
this research, however, has been con- 
fined to the immediate clerical and 
administrative work in connection with 
the management of trust property. 

To determine a just and reasonable 
fee for serving as trustee, however, we 
should look farther and give thought 
to that uncertain, yet definite, cost 
growing out of the legal liabili- 
ties imposed by law and custom 
upon trustees. The cost of the 
assumption of this liability by 
corporate trustees is of major 
importance, and should be given 
careful consideration in fixing a 
fee for trust services. 

It may be said that a bank or 
trust company which engages 
competent officers to take charge 
of the trust department need 
not give great regard to this 
liability because a competent 
trust officer will conduct the 
affairs of the trust department 
in a proper and safe manner 
and he will not permit his in- 
stitution to assume any liability. 
It is true that careful and 
efficient management will mini- 
mize the liability of a trustee, 
but there are certain risks that 
a trustee must assume, for they 
are inherent in the trust busi- 
ness. Efficient management of 
the affairs of a trust department 
requires expeditious handling of 
the affairs of each trust. There 
are possibilities for liability in 
almost every decision made by 
a trust officer, but decisions 
must not be delayed. Failure 
to act promptly in an emergency 
may be detrimental to a trust 
estate and may in itself impose 
liability upon a trustee for any 


loss to the trust estate resulting from 
such delay. 

If corporate trustees are to grow 
and prosper they must demonstrate 
that they can manage property in trust 
with business dispatch. We cannot let 
it truthfully be said that trust com- 
panies are too cautious and refuse to 
act until they are convinced they are 
not assuming any liability. 


Legal Liabilities 


In order to determine the liability 
assumed by a corporate trustee, we 
must briefly determine the duties 
imposed upon a trustee, either directly 





MR. NEIBEL 


or by implication, when it accepts a 
trust and then consider the liability in 
connection with these duties. 

When a trustee assumes the admin- 
istration of a trust, it in effect says to 
the creator of the trust and to the 
beneficiaries “I agree to hold safely and 
preserve the property transferred to 
me; to manage it carefully, prudently, 
and efficiently and to distribute the 
income and principal to those who are 
to receive it when they are entitled 
to it.” 

The liabilities of a trustee might 
therefore best be divided into three 
divisions corresponding to the implied 
promises made by the trustee 
when it assumes charge of the 
trust. These divisions follow: 

1. Liability growing out of 
the preservation and custody of 
the trust property. 

2. Liability growing out of 
the management of the trust 
property. 

3. Liability growing out of 
the division and distribution of 
the trust property. 


Corporate Trustees 


Before discussing this three- 
fold liability assumed by trustees, 
it might be well to comment 
upon the degree of care and 
judgment imposed upon cor- 
porate trustees. Before the ad- 
vent of the corporate trustee, a 
trustee was only required to use 
the care and judgment that a 
man of average intelligence 
would exercise in the care and 
management of property for 
others, but corporate trustees 
have been setting up as experts 
in the management of trust 
property, and therefore cor- 
porate trustees may be held to a 
higher degree of care than indi- 
vidual trustees. Some courts 
have already held that due to 
this setting up, the corporate 
trustee will be held to the degree 
and care of judgment that an 
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expert would use in the care and man- 
agement of property for others. 

This increased responsibility if im- 
posed upon corporate trustees by the 
courts, is an added protection to 
beneficiaries and should be one basis, 
at least, for a substantial fee for the 
corporate trustee. It is difficult to 
estimate this liability to the certainty 
that will permit the determination of 
the fee which must be collected an- 
nually on trusts to reimburse the 
corporate trustee for the assumption 
of this liability, but the time will come 
when the risk assumed by the corporate 
trustee will be transposed into a 
definite annual fee per thousand dol- 
lars managed by the trustee. Fidu- 
ciary bonding companies have been 
able to reduce the risk they take to a 
scientific basis, and have been able to 
compute a fee which is sufficient to 
reimburse them for all losses and still 
give them a profit. Corporate trustees 
can by scientific analysis of the liabil- 
ities assumed do likewise. 


Liability Incident to the Preservation 
and Custody of the Trust Property 


The first duty of a trustee is to secure 
the possession of the trust property 
and to protect it from loss and injury. 

Who must suffer a loss if a bond or 
security is stolen or lost while in the 
possession of the trustee, if the furni- 
ture or plumbing in a house held in 
trust is stolen, if cattle and farm equip- 
ment are stolen from a farm held in a 
trust estate? Technically a corporate 
trustee is not liable for the loss of 
assets of a trust in its care if it uses 
care and diligence. This is particularly 
true if the assets are stolen by strangers 
as distinguished from its own officers 
and employees. Good business, how- 
ever, may require a corporate trustee 
to assume liabiiities not imposed upon 
it by law. While a trustee could prob- 
ably explain to beneficiaries the loss of 
furnishings or plumbing from a house, 
or cattle and farm equipment from a 
farm, it might be quite difficult to 
explain the loss of property actually 
in its possession—as for example, 
securities held in its vaults. 

This liability can be and is usually 
covered by insurance, and in consider- 
ing the fee to be charged for acting as 
trustee, the cost of this insurance 
should be taken into consideration. 
Since a definite premium is paid for this 
insurance, it should not be difficult to 
compute the cost to the trustee of the 
assumption of this responsibility and 
by mere arithmetic this cost can be 
reduced to an amount per thousand 
per year which should be included in 


the fee charged against the trusts in its 
care. 


Liability Growing Out of Management 
of the Trust Property 


By far the greatest liability assumed 


by trustees falls in this subdivision. 
Space will not permit much more than 
an enumeration of some of the things 
that might result in a loss to the trust 
estate or the trustee in the course of 
the management of the trust property. 
For the purpose of brevity and clarity, 
the liabilities under this subdivision 
might best be divided into three 
subdivisions: 
1. Liability growing out of invest- 
ing trust funds. 
2. Liability incident to holding 
the title to real estate. 
3. Liability incident to the opera- 
tion of a business. 


Investment Liability 


In most states, if a trustee is not 
specifically given the power to retain 
non-legal investments, it is necessary 








It’s a Good Idea! 


[JNDER the head of “‘Slips That Pass 

in the Night" (apologies to The 
Literary Digest) we offer the following 
passage from a recently acquired 
manuscript on the operation of the 
trust investment department. 


“The process of following called 
bonds, offers for sinking fund, re- 
organizations, redemptions, expiration 
of conversation privileges, etc., should 
be part of the definite duties assigned 
to one or more clerks.” 


The italics are ours. 
—Tue Epitor. 




















for a trustee to sell non-legals within a 
reasonable time and invest the pro- 
ceeds in legal investments. If they 
do not do so, they are put in the un- 
happy position of being insurers or 
guarantors of the non-legals retained 
and must suffer any loss which may 
result to the trust by such retention, 
and, of course, any profits are credited 
to the trust estate and not to the 
trustee. State laws vary considerably 
but generally speaking, common stocks, 
real estate, foreign bonds, or an interest 
in a business is not a legal investment 
for trust funds. Consideration should 
be given to the fact that even if an 
instrument containing a trust gives 
full and complete powers to retain non- 
legals, the trustee must use good judg- 
ment in reaching a decision whether 
to sell the non-legal investments or not, 
and if good judgment turns out to be 
bad judgment (looking at it from 
hindsight), what then? What should 
a trustee do with common stocks, 
foreign bonds, or real estate today? 
Could a corporate trustee convince a 
judge or jury today that it exercised 
good judgment in holding common 
stocks in 1929? 

In the investment of trust funds, 
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unless. specifically given broader 
powers, the trustee is limited to legal 
investments, but a trustee does not 
side-step all liability by investing in 
legals. The investment selected must 
be good investments when purchased 
and since good investments have a 
habit of becoming less desirable by the 
passage of time, the trustee is not per- 
mitted to put legal investments away 
and forget them. The law imposes 
upon the trustee the duty of carefully 
watching the investments held in a 
trust and of selling them if conditions 
warrant. 


It is in the field of investments that 

corporate trustees are apt to be held 
to the highest degree of care, because 
they are supposed to be more expe- 
rienced in the investing of funds than 
the average individual, and in most 
trust literature they assert qualifica- 
tion as experts in that respect. 

Most corporate trustees entered into 
the active trust business during the 
period just preceding the market 
break of 1929. Not much considera- 
tion was given to the liability assumed 
in the investing of trust funds, for it 
seemed at that time very easy to pick 
good investments, but during the past 
few years the liability growing out of 
investment of trust funds has been 
brought forcibly to the attention of 
trust companies, and there is there- 
fore no need to give further emphasis 
to this subject except to say that the 
liability assumed is serious enough to 
give careful consideration to it in 
fixing an adequate fee for serving as 
trustee. 


Liability Incident to Holding Title 
to Real Estate 


A corporate trustee holding title to 
real estate assumes all the liabilities an 
individual assumes when he takes title 
to a piece of land in his own name. The 
legal title to the property is in the 
trustee. Any suit therefore in connec- 
tion with the property must be brought 
against the trustee and not against the 
trust estate, and it follows that any 
resulting judgment is against the 
trustee personally and not against the 
trust estate. It is true the trustee may 
recoup its loss from the trust estate if 
the cause of action was not due to the 
faults or shortcomings of the trustee, 
but the trustee must fight the case 
through the courts, pay the judgments 
out of its funds if it loses and then 
take its chance of legally recouping its 
loss from the trust estate. 

The liabilities growing out of owner- 
ship of real estate which might be 
brought against the trustee are: (1) 
Tort actions as a result of the acts of 
the agents or servants of the trustee, 
(2) Personal injury actions resulting 
from damages suffered by tenants on 
the premises or by the public —as for 


(Continued on page 26 








Bull’s-Evye 


By Fred Copeland 


T was precisely eleven o’clock when 
Bernard Hendrik VanOrman toured 
into Ferndale village and drove 

slowly along Main Street until he dis- 
covered the Ferndale National Bank. 
He wore on his generous nose rimless 
eyeglasses as spotless as his snow- 
white hair. A careful observer would 
have noticed his eyes slanted down at 
the outer corners; always a sign of deep 
human penetration. But more im- 
portant than all else, his face was 
seamed, so to speak, with what a 
connoisseur would have called the art 
of the knowledge of living. This last 
characteristic is in itself extremely im- 
portant. In fact, a great deal is to 
come of it as this story progresses. 

Mr. VanOrman was not, as you may 
have surmised, a Southerner. He was 
distinctly not a Westerner and cer- 
tainly not a Yankee. He was, in short, 
the crystallized product of a very tiny 
but aristocratic spot in this Union 
which need not be mentioned. And 
Director Clutchbill to whom his card 
was presented in the front office of the 
Ferndale National Bank instantly 
realized he was in the presence of 
nobility, if not royalty, the moment 
he laid eyes on him. 

But it was not wholly because of this 
Director Clutchbill rose with gently 
swaying coat-tails to his full slender 
height. Nor was it wholly because he 
was impressed that he shook hands in 
his best Court of St. James’s manner. 
It was because of a secret hope which 
had suddenly lighted in the depths of 
Mr. Clutchbill’s blue eyes. Mr. 
VanOrman looked like money. This 
unexpected call might prove to be a 
sign, or even actual manna from 
heaven. And Mr. Clutchbill realized 
that nothing short of a miracle would 
enable the bank to get hold of the con- 
siderable sum it required to bolster up 
its reserves which needy customers had 
drawn out. 

With the court etiquette over, Di- 
reclor Clutchbill led the way to the 
directors’ room. Mr. VanOrman stood 
uncovered in this temple of secrets 
while Mr. Clutchbill pawed impa- 
tiently a moment for the wall button 
which bravely flooded the room in a 
deluge of light. 


“Tieh! quite an art 
gallery What?” 
Mr. VanOrman trav- 
ersed the walls with 
a prolonged glance as 


*Old-timers... former 
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if 
he sat down beside 
the long directors’ 
table. rAeoubp { 
“Yerss,” drawled ftvecxe 
Mr. Clutchbill with a Racccsen bj ea 
smile as he settled ST I\ = _ 
himself into a chair, —— Z se 
— * 
Rees 


directors of years gone 
by —they can’t grow 
whiskers like them 
now-a-days.” And then, looking at 
the little white card still in his hand: 
“Well, so you’re a vice-president of 
the old bank we’ve kept a side account 
with for fifty years. You don’t get 
around here much. First time, ain’t it?” 

“Heh, you’ll see more of us from 
now on. We want to be of more service 
to all our old friends over here, if we 
can.” 

“Eh, of course,”’ said Mr. Clutchbill, 
hanging onto his goatee for support. 
“Hrrm!. . . I’ve just been wondering 
how you're fixed for money over your 
way. We are thinking of borrowing 
$20,000 till we can get in some loans.”’ 

“Ah, I understand. You want to 
borrow against your bond account. 
Quite natural. We’ve helped many in 
just such a way in these hard times.” 

“Well, I can’t exactly offer our bond 
account for collateral that has 
already been used, you see.” 

**Aow!” said Mr. VanOrman, rapidly 
twisting a ring with a coat-of-arms in 
onyx on his little finger as though 
shutting off a faucet of supply. 

“But we have,” hastened Mr. 
Clutchbill, leaning forward and hold- 
ing up one finger, ‘$20,000 in the 
finest paper a feller need look at... 
$20,000 in Town of Ferndale notes, all 
6 per cent and secured by the taxes of 
this fine little residential village.” 

“Indeed! and you want to sell them.” 

“Exactly!” 

“Will they be paid, in your judg- 
ment?” 

“If the Union endures, they will.” 

“Well, Ferndale village is close to the 
Canadian border; you should be pros- 


Mr. Clutchbill suddenly glanced at the little picture in its elaborate 
old gold frame for really the first time in his life 


perous here. Er, just let me see a 
specimen of one of those notes.” 

Mr. Clutchbill left the room and 
progressed not only in a bee line, but 
rapidly to the note file in the main 
banking room. Mounting his reading 
glasses he leaned over the note file and 
hunted silently, then began to scowl 
and paw rapidly. Moment after mo- 
ment went by. Suddenly he gave 
tongue in no uncertain timbre. 

*‘Where be them Town notes?” 

“Oh... ah, I’ve got ’em in here,” 
‘ame Cashier John Atwood’s voice 
from the cashier’s office. “I’m trying 
to mend ’em with this confounded 
stickum-paper . some of ’em look 
like a battle flag out of Bull Run.” 

“Sh-h!’’ Mr. Clutchbill scrambled to 
John’s desk. “Don’t holler like that! 
I’m trying to sell ’em! Pick out the 
best one, the freshest one.” 


RIFLING as it may seem, this slight 

delay was seized upon by the hand of 
fate for a master stroke. Large and 
strange things turn this way or that on 
the spinning second wheel of time. Mr. 
VanOrman, while he waited alone in 
the directors’ room, rose and _ idly 
roamed about looking at the gallery ol 
ancient fathers of the bank. He was a 
picture-lover. Visits to famous world 
galleries had given him the habit ol 
viewing pictures which he was now un- 
consciously indulging in. ‘He even 
stopped to examine a Canadian brew- 
ery calendar. The advertising was In 
French. This with the attractive 
damoiselle on it permitted it to “get 
by’? the austere glare from the stern 
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pioneers each side of it. Suddenly Mr. 
VanOrman stood out of his own light 
and leaned close to a tiny picture not 
more than 5 by 7 inches at the far end 
of the room. He looked closer and 
closer, then lifted it off its nail and 
walked under the direct light with it. 
“Whee!” he said out loud. 

It was thus Mr. Clutchbill found him. 

He turned on the old director. “‘I 
have had the temerity to take this 
from the wall. Can you 
tell me where it came 


“My dear man,” said Mr. VanOr- 
man, placing the little picture so rev- 
erently on the directors’ table it made 
not asound. ‘My dear man,” he said 
again, swallowing eagerly, “if you will 
let me have this little picture you shall 
have $20,000 as fast as a telegraph 
wire can place the funds on your ac- 
count at our bank.” 

“Wh-what! you mean without 
our Town of Ferndale notes?” “I do.” 


Nine 


Mr. Clutchbill recklessly snatching it 
up and hooking it back on its ancient 
nail. 

Mr. VanOrman held his breath in 
agony, then sighed with relief. “Of 
course it will be safe there?” 

“Safe! Bless your soul! it’s been 
there over thirty years.” 

At the Red Lion Inn which dis- 
pensed mutton with mint sauce, beef 
with brown gravy and pork with 

apple sauce as regularly 





from?’ His words were oe 
spoken in an awed voice, 
words such as a man 
uses only a very few 
times in his life. 

“Oh ...-huh, that’s 
nothing. Old Henry 
Holmes hung it there 
over thirty years ago. 
Queer critter... an 
Englishman. Came here 
from down on the coast, 
and had property and 
got on the bank’s board. 
Claimed he wanted 
something in this room 
he could look at with- 
out hurting his eyes. 
Gave the picture to the 
bank. He’s long de- 
ceased. I’ve more’n 
once decided to put the 
thing in the waste- 
basket; it’s too little 
to amount to anything.” 

“Just as I expected,” 
nodded Mr. VanOrman, 
looking reverently at 
the little canvas, and 
then in a hushed voice: 
“Mr. Clutchbill, do you 
know what this is?” 

Mr. Clutchbill sud- 
denly glanced at the 
little picture in its elab- 
orate old gold frame for 
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as the hand of the clock 
pointed to noon, Mr. 
Clutchbill ate vigorously 
and with poised elbows 
as a man will who is 
elated. There were 
moments, however, when 
he regarded with a 
strange eye the man 
opposite him. “Was 
this man crazy? Answer 
that,” he repeatedly 
asked himself. Mr. Van- 
Orman did have a way 
with him different than 
most folk in the Fern- 
dale hills. Perhaps the 
little canvas had set him 
dreaming over days in 
the art galleries of Lon- 
don and Paris. He looked 
at his plate and pecked 
much and ate little. He 
was apparently anxious 
to get back to the bank 
for he rose the instant 
Mr. Clutchbill scooped 
in the last morsel of 
mince pie. 





WHEN they got back 
to the bank Mr. 
VanOrman did not have 
to be invited into the 
directors’ room. He 
headed for it with posi- 
tive eagerness. And he 
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really the first time in 
his life. He shook his 
head. “It’s a Corot.” 

“A Cor-ro,” Director Clutchbill 
tried to think of anybody by the name 
of Corot, and turned his attention to a 
limp pale blue $2,000 Town of Fern- 
dale note he’d brought in as a sample. 

“[’m certain it is a genuine Corot,” 
declared Mr. VanOrman firmly. ‘See! 
.. . there is the typical dark edge of 
a wood, the one glint of water, the 
shadowy figure emerging from the 
river reeds. And observe this, my 
dear sir—it is very small and faint: 
the letters COROT in the left lower 
corner. Note the R is twisted to the 
left and higher than the others. Corot 
signed that little canvas.” 

“Well, huh!” said Mr. Clutchbill 
obligingly. ‘‘Now here is a sample of 
vur Town of Ferndale notes, really 
prime paper, sir. I wish we could con- 
tinue to carry it.” 


In a small front yard they slid eight feet on set wheels and stopped in front of Mrs. 


Bero’s nasturtium bed 


Director Clutchbill’s eyes started 
from his head. He looked at Mr. 
VanOrman, then at the little canvas 
and back again. Should he call a 
doctor? No, he would ride with this 
crazy man a little while longer. But 
how could he form any adequate 
words, or even move his paralyzed 
tongue. 

““You’re offering $20,000 for that?” 
he managed to articulate. 
“Twenty thousand,” 

VanOrman. 

“Why ... why, sir! you can have 
it for $20,000 absolutely —ut- 
terly! And I’m going to bind the trade 
by inviting you to the best meal the 
Red Lion Inn can cook. Come!’ 

“TI will, with pleasure. I wonder 
what I'll do with it till we get back.” 

“Oh, hang it back on the nail,”’ said 


nodded Mr. 


stood with both eyes 
glowing fondly at the 
place on the wall where 
the little Corot hung while Mr. Clutch- 
bill pawed again for the electric switch. 

With blazing suddenness the room 


stood revealed under the electric 
lamps. 

Mr. VanOrman blinked once, leaned 
forward, adjusted his eye glasses, 


stared blankly and staggered back. 

‘““Good Lord! it’s gone!!’’ 

Mr. Clutchbill, who had not both- 
ered to look, now whirled, squatted 
and stabbed the far wall with a 
frenzied scrutiny. 

“It must have fell on the floor,” he 
managed in a hollow voice. 

They both rushed forward. 
not there. 

‘‘Why it must be right here,” insisted 
Director Clutchbill, backing around 
three times. “Huh, that’s queer!” 

‘“‘Do you suppose someone overheard 

(Continued on page 23) 
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The Lessons of This Depression 


cy Donald B. Smith 


Assistant Cashier, First National Bank, Mishawaka, Indiana 


HE banker is lonesome these 
days. All the landmarks and 
familiar landscapes which he 

has known in the travels of his profes- 
sion have been swept away by the 
whirlwind. All the good old rules and 
practices dictated for years by past 
precedents have been abrogated and 
the banker must learn a new set from 
day to day. No more can he com- 
placently run his bank with 25 per cent 
reserve while the surplus funds are 
earning 5% per cent in good bonds. 
No more can he afford to credit 4 per 
cent interest on savings accounts and 
have plenty to pay the interest with. 
It used to be that he could invest about 
50 per cent of his savings surplus in 
good 6 per cent mortgage loans. 
Exchange, Rentals, Profit on Bonds, 
and other earnings are all golden geese 
that seem to have the pip and refuse 
to lay. 

The greatest and most disconcerting 
change of all is in the public attitude. 
In times past the banker asked the 
questions and the public answered 
humbly, and got what they wanted if 
they were considered worthy. Now 
the customer chooses his bank very 
carefully, if he does not choose a safety 
deposit box first. He changes his mind 
about his bank or banker overnight. 
A whisper or two and down he comes 
to draw his money out. Not one of us 
but has felt the sharp teeth of adversity 
and had our banking ability tested 


some —more or less, according to cir- 
cumstances. We are going to be further 
educated in the rough school of expe- 
rience. A bank examiner said to me, 
“Oh, you fellows will foregt all about 
this in two or three years.” I re- 
garded him in grim silence for a 
moment and only said that I did not 
believe we would. What was in my 
heart was that I hoped that we would 
never forget what we have learned 
since October, 1929. A recitation of 
a few of the lessons of banking might 
serve to remind us of what the past 
few years have taught us. 

In the SAVINGS DEPARTMENT 
we have found the following facts to 
be almost theorems. 

1. It is not profitable to pay 4 per 
cent on savings, subject to demand, 
and even if a notice is there to use, it 
is, in most cases, not advisable to use it. 

2. Savings must be invested into 
assets that can be readily used as 
collateral or converted into cash with- 
out too great a sacrifice. 

Whether the bankers like it or not 
and whether they will admit it or not, 
they have come into competition with 
postal savings at 2 per cent and 
government securities at 3 per cent 
plus, and it will be a great many years 
before the savings will again flow back 
to the banks. It is a question whether 
the savings division of our banks will 
ever produce such income as it has in 
the past fifteen years. If this is true, 


a new investment program must be 
followed with funds deposited in sav- 
ings accounts. 

In the COMMERCIAL DEPART- 
MENT of the bank a few new truths 
are self evident. For some time the 
banks have realized that they were 
doing considerable business at a loss. 
Under present banking conditions it is 
imperative that commercial depositors 
pay their way. In almost every 
instance they are willing to do so. 
Assuming that most of the business 
that will be done by the banks in this 
country is going to be in the commer- 
cial department, it will be essential 
constantly to analyze and determine 
the cost of commercial business in 
order that the bank may realize the 
most from the most important part ol 
the bank. 

About LOANS AND DISCOUNTS 
—what volumes could be said! Boiling 
down the many topics which might be 
discussed of the more important ones, 
we come first to the collateral loans. 
Never again will good banks loan more 
than 40 per cent of the market value 
on stocks and bonds. Never again will 
capital loans be made to put someone 
in business. Mortgage loans will be 
made on more conservative valuations, 
considering at all times the ability ol 
the mortgagor to pay. The payments 
will probably be smaller but payable 
at monthly intervals, so that these 
loans may be easily watched for any 
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tendency to slow up. Small accom- 
modation loans to individuals will be 
“ability to pay” loans instead of 
“character” loans. Bigger and more 
frequent reductions of lines will be 
demanded. 

The INVESTMENT PROGRAM 
of all banks is now conservative. Too 
conservative, probably, for reasonable 
profits. Of the bonds in the bank’s 
account that were bought prior to 
1929, while it is depressing to view their 
depreciation, bankers that have faith 
and the ability to judge, know that 
well secured AA bonds are still good 
investments. If they are not, then the 
whole financial structure of the nation 
is untenable. Good bonds will come 
back to real values. A consistently 
careful, selective bond-buying pro- 
gram in the past means a quick re- 
covery in the future. Those bankers 
who were not so careful should, by 


now, if ever, be thoroughly converted 
to the best bonds. 

GENERAL POLICIES of banking 
institutions are going to be quite dif- 
ferent than they were, influenced by 
what bankers have learned in the last 
few years. 

1. Because it has become necessary 
that the banks remain far more liquid 
than previously, it is of paramount 
importance that the unprofitable cus- 
tomer pay his way. 

2. Banks must readjust the con- 
ceptions of the banking business to fit 
the new attitude of their customers. 
They must have their banks above 
suspicion and at all times ready to 
show strength. This does not mean 
that they should constantly have a 
large cash surplus on hand, but they 
must be able to get it quickly. Part of 
the new attitude of the public is its 
increased knowledge of banking and its 
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ability to have at least some idea of 
which banks are strong in their com- 
munities. 

3. We must stick closer to the 
banking business and avoid contingent 
liabilities in all their hideous forms. 

4. Impartial and fair treatment of 
all classes of depositors! We must 
avoid special concessions to any deposi- 
tor who wants to get a little more than 
is coming to him, for he will be the 
first fellow to draw his deposit out 
in cash if something makes him ~ 
nervous. 

These are valuable lessons and even 
the best of bankers have been put to 
school. That they will easily forget 
what they have learned by bitter 
experience is improbable. The junior 
officers of today who are to manage our 
banks in the future have acquired 
valuable training. May they never 
forget! 


(Yontributing to the Bicentennial 


URING this open season for 
D invoking old-fashioned thrift, it 

_ may be well for financial institu- 
tions to dig into their closets of antiques 
and reveal some tidbit related to 
cornerstones of success of decades ago. 
This may result in creating others. 

While many banks in Western 
Reserve were creating the 1932 vogue 
of advertising by publishing business 
messages they had used in the gay 
nineties, one of their number thumbed 
over pages of history of the organiza- 
tion and found an event of outstanding 
significance in the nation’s annals of 
politics and of American art. 

This was Central United National 
Bank of Cleveland its ally, 
the local Washington Bicentennial 
Committee. The discovery: the fact 
that in a fourth floor studio in the 
building which had occupied its present 
site, 308 Euclid Avenue, Archibald M. 
Willard painted the famous canvas 
known as “The Spirit of ’76.”’ Here 
he had produced for the Centennial 
Exposition of 1876 in Philadelphia the 
official visualization of the event then 
celebrated — the founding of the United 
States as a nation. Familiarity of the 
composition of the painting with its 
fifer, drummer and flagbearer, had 
departed memory of the present gen- 
eration. Here, then. was an occasion 
to revive it ; to impress its 
significance upon residents throughout 
the Western Reserve . . . . to 
point to it with pride as it hangs today 


By Stephen Heard 


in Abbott Hall, Marblehead, Massa- 
chusetts. 

Presumably bicentennial commit- 
tees wherever they may be located 
are faced in these pinch-penny days of 
1932 with all the prob- 
lems arising from lack 
of funds to carry on 
festivities from Feb- 
ruary to November. 
So, naturally any such 
discovery as the birth- 
place of a_ painting 
that once stirred a 
nation’s heart, plus 
the willingness of a 
business institution 
like a bank to sponsor 
the permanent recogni- 
tion of the historical 
significance of the site, 
resulted in the joining 
of forces—the bank 
and the committee — 
to perpetuate the senti- 
ment. 

Flag Day of 1932 
was settled upon as a 
fitting occasion to present to the 
citizens of the Western Reserve a 
plaque marking the site. It would be 
the opening ceremony for a spectacular 
parade. Regardless of their political 
faith, or lack of any whatever, those 
on the streets of Cleveland and loiterers 
in its downtown parks would have 
the opportunity to revive in their 
minds some of the poignant history 





of the making of their country. 

And for a climax of the scene of 
dedication, there lingers in minds of 
spectators the figure of a former star 
of the Metropolitan Opera Company, 
Miss Lila Robeson, 
standing before the 
multitude singing the 
“Star Spangled Ban- 
ner,” the motley, cos- 
mopolitan street- 
gathering joining with 
her in one great chorus 
as in wartime days. 

The bronze plaque 
is now revealed by the 
parting of two silk 
flags, an honor falling 
to Byron Willard, the 
artist’s son. 

In his presentation 
address, Homer H. 
McKeehan, director of 
the bank, had said: 
“It matters little that 
Mr. Willard produced 
but one masterpiece. 
Abraham Lincoln 
wrote but one Gettysburg Address. 
The work of each is known to all; but 
the wayfarer into the town of Gettys- 
burg pauses with reverence to look at 
a second-story window, beyond which 
that immortal address was written; 
and so here today we mark in enduring 
bronze the site of the painting: of ‘The 
Spirit of ’76,’ thus honoring both 
painter and picture. But more than 


(Continued on page 25) 





OR the past eighteen months ship- 

ments of gold between countries 

have reached unprecedented pro- 
portions. This movement of gold, how- 
ever, did not bring about the much 
needed redistribution of the yellow 
metal but rather resulted in a further 
accumulation of gold in countries 
which already had more than they 
could effectively use. This maldistri- 
bution of gold is evidenced by the fact 
that at the end of June 1932, four 
countries, namely the United States, 
France, Holland and Switzerland, 
owned 67 per cent of the world’s total 
monetary stock of gold. Of these, the 
United States and France alone possess 
59 per cent of the world’s total stock. 
It has been estimated that the surplus 
gold available in these four countries 
is larger than the total monetary stock 
of gold of South America and of 
k:urope with the exception of England. 

The movement of gold is of primary 
importance to the credit and currency 
systems of all countries. Under normal 
conditions an inflow of gold tends to 
broaden the credit base of a country, 
thereby making interest rates lower. 
On the other hand, an outflow of gold 
tends to contract the credit base and 
reults in a rise in interest rates. When 
economic and political conditions in a 
country are stable, high interest rates 
attract foreign funds and ultimately 
gold, so that a central bank is normally 
able to stop an outflow of gold by 
raising the discount rate. 

During the last eighteen months, 
however, economic and political condi- 
lions throughout the world have been 
so abnormal that interest rates have 
failed to exercise their normal influence 
and the international movement of 
capital was dominated by considera- 
tions of safety or, in certain instances, 


racing the Gold Movements 


By John T. Madden 


Director, Institute of International Finance 


by national policies. With the collapse 
of the Kredit-Anstalt in Austria in the 
spring of 1931 there began a movement 
of gold from Germany to other coun- 
tries, notably Great Britain, France, 
Holland and the United States and 
Switzerland, as these countries recalled 
short-term funds invested in Germany. 
The movement to Great Britain, 
however, was but short-lived because 
of the fear of many banks which had 
invested short-term funds in London 
that the latter market was too much 
involved in Germany and that Great 
Britain might not be able to repay the 
short term funds. As a result, in spite 
of foreign credits of $650,000,000 con- 
tracted by Great Britain in the United 
States and in France, an outflow of 
gold from Great Britain set in and from 
the end of June to September 21, when 
Great Britain abandoned the gold 
standard, the Bank of England lost 
$136,000,000 in gold. 

The outflow of gold from Germany 
and Great Britain and to a considerable 
extent from Japan resulted in a large 
accumulation of the yellow metal in 
the United States and in France. The 
increase in the gold stocks of these 
countries during 1931 up to the aban- 
donment of the gold standard by Great 
Britain may be seen from the following 
table: 


United States France 
Monetary stock Gold of the Bank 
1931 of gold of France 
(In millions of dollars) 
January..... 4,285 2,176 
March 1,343 2,200 
May 4,445 2,181 
ih nies 9 0 4,587 2,290 
September... 5,013 2,296 


Until England was forced off the 
gold standard there was universal 
confidence in the stability of the dollar. 
However, the collapse of the pound 
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sterling, which had long been con- 
sidered one of the world’s strongest 
currencies, gave rise to serious doubts 
as to whether the United States would 
be able to continue to adhere to the 
gold standard. Most foreign central 
banks had incurred heavy losses as a 
result of the depreciation of the pound 
sterling and, unwilling to risk further 
losses, they began to withdraw their 
funds from this country in such large 
volume that in the next ten months 
the monetary gold stock of the United 
States was reduced by $1,548,000,000. 
This outflow of gold came to a halt only 
after the foreign countries had drawn 
their New York balances down to the 
minimum absolutely essential to carry 
on their business with the United 
States. 


WO questions arose in connection 

with the outflow of gold on such a 
huge scale from the United States. First, 
the causes for the outflow of gold and 
secondly, the effect of this outflow on 
the United States. At the time 
England abandoned the gold standard 
the monetary stock of gold of the 
United States amounted to $5,013,000,- 
000. Under these circumstances it is 
hard to understand why the various 
foreign nations lost confidence in the 
stability of the dollar. Observation 
of the European press, which reveals 
the attitude of the foreign nations, 
indicates that their fears were not 
caused by doubts as to the ability of 
the United States to meet demands 
for gold from abroad, but rather by 
the fear that inflationary legislation 
would be enacted and that such meas- 
ures would result in loss of confidence 
in the dollar by people in the United 
States and lead to large hoardings of 
gold. The effect of the outflow on the 


(Continued on page 22) 
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ow Bondholders Protective 
Committees Work 


have been confronted with many 

new situations, problems and institu- 
tions during the last few years —new, 
that is, to them. Investors in railroad, 
industrial, and utility securities are 
familiar enough with them: defaults, 
protective committees, depositaries and 
reorganizations. But real estate financ- 
ing through bonds on a large scale 
is a recent development, and a new 
class of investors has come into being, 
people of comparatively small means, 
many of them, to whom the whole 
situation is unfamiliar and unpleasant. 

Protective committees have always 
functioned in connection with indus- 
trial, railway and utility bond reor- 
ganizations. They are quite as neces- 
sary in connection with real estate 
bond reorganizations. In fact, without 
such a committee, reorganization of 
any defaulted bond issue would be 
practically impossible. 

In the case of the ordinary small 
mortgage loan held by one individual, 
he can start foreclosure action when a 
default occurs, buy in the property at 
such price as he thinks he ought to 
bid, and turn in his notes to apply on 
the purchase price. When it comes to 


Dae ee in real estate bonds 





cy Paul P. Pullen 


Chicago Title and Trust Company 


a large real estale bond issue, however, 
where the bonds are owned by many 
persons scattered geographically over 
a wide territory, it becomes a question 
of who is to decide on the amount of 
the bid, who is to make that bid, who 
is to acquire the property for the bond- 
holders, and who is to decide the 
questions of refinancing, reorganiza- 
tion and management. Thus the 
necessity for some concerted action, 
and hence the protective committee. 

But in order to get the whole picture 
of the situation in which real estate 
bondholders find themselves today, let 
us go back to the original loan in which 
they invested. 

Title to real estate securing a bond 
issue is conveyed to a trustee, nearly 
always a bank or trust company, to 
secure the payment of the bonds. The 
trustee acts as a sort of stakeholder 
for all of the persons or interests 
affected. The trust deed or indenture 
under which the bonds are issued re- 
quires the borrower to pay principal 
and interest on certain definite dates. 
These payments are customarily made 
to a designated bank or trust company, 
known as the paying agent, which may 
or may not be the same institution as the 


trustee. The borrower is also required 
lo pay taxes and fire insurance pre- 
miums and to maintain the property 
in good condition. 

So long as these matters are taken 
care of promptly, the bondholders will 
hear nothing whatever from the 
trustee. Should the borrower fail to 
keep any of these covenants, however, 
a notice, usually from ten to thirty 
days after the default occurs, will be 
served by the trustee on the borrower, 
warning him that unless the obliga- 
tions are taken care of, the bond issue 
will be declared to be in default. If 
he fails to provide for the delinquency 
within the specified time, the trustee 
has no alternative but to comply with 
the terms of the trust indenture. 


HE terms of the trust deed usually 

provide that following default the 
trustee may, upon the application of 
one or more of the bondholders, and 
shall, upon the application of the 
holders representing 25 per cent or more 
of the bonds outstanding, begin action 
to foreclose the property. It is at this 
juncture —namely, following notice of 
default, but before foreclosure has 
been started—that the bondholders’ 





Fourteen 


protective committee usually comes 
into being. 

The committee may originate in one 
of several ways. ‘The trustee, upon 
being served with notice to foreclose 
by the requisite number of bond- 
holders, may suggest a_ protective 
committee be formed to work with it. 
Usually, if requested to foreclose by 
an individual holder of one bond which 
is part of a large issue, the trustee is 
loath to begin action until more bond- 
holders are willing to join and will 
suggest that the bondholders call a 
meeting and’ organize a_ protective 
committee. 


N case the underwriting house 

which brought out the issue is still 
active, it is quite likely to watch its 
issues closely and take steps itself to 
form a committee. If a large number 
of the bonds are in the hands of banks, 
they are likely to bring about the 
formation of a committee and provide 
for their own representation on it. 

If the bond issue is small and not of 
general public interest and the names 
of the bondholders can be obtained 
from the underwriting house, it is not 
uncommon for some of the leading 
bondholders to call a meeting of all the 
holders for the purpose of considering 
the situation and selecting a committee 
to act for them. 

Frequently an attorney will interest 
himself in the matter, either at the 
behest of a client or independently as a 
matter of business, and proceed with 
the organization of a protective com- 
mittee. 

Occasionally, rival committees are 
formed by different factions, each 
claiming to represent the bondholders. 
Naturally, this greatly complicates 
matters for the bondholders and causes 
extra expense. 

In case of foreclosure another 
element is injected into the picture — 
the receiver. He is an officer appointed 
by and acting under authority of the 
court of jurisdiction to take charge 
of the property, manage it, collect 
rents, make necessary repairs and 
conserve the proceeds until they can 
be distributed to the proper parties. 
The receiver may be an individual, a 
bank or a trust company. 

If the various interests, such as the 
bondholders, the owner of the equity, 


and the junior lienholders can be 
brought into agreement and the prop- 
erty reorganized without foreclosure, 
it is possible to dispense with the 
receiver. It may be said that in most 
instances, however, such a generally 
amicable arrangement is not possible. 

Since the bondholders’ protective 
committee has no practical standing 
or effect unless and until it has secured 
the deposit of bonds from a substantial 
number of the bondholders, this matter 
is the first business to which it 
addresses itself after formation. It 
must get the names of the bond pur- 
chasers from the underwriter or from 
whatever source they are available. 
This will not be a complete list, of 
course, since many of the original pur- 
chasers will have sold their bonds, and 
the new purchasers will be unknown. 
Resort must then be had to advertise- 
ments in the daily papers in the local- 
ities where the bonds were sold. Bond- 
holders are invited, by mail and by 
advertisement, to deposit their bonds 
with the committee under the terms 
of a depositary agreement which has 
been drawn up and which is open for 
inspection by bondholders at the com- 
mittee’s office. A reliable bank or 
trust company is selected as deposi- 
tary, and issues certificates of deposit 
to the bondholders as evidence of the 
bonds deposited. 

The depositary agreement under 
which the committee is to act reposes 
in it power to do almost anything in 
connection with the acquisition, refi- 
nancing, reorganization and disposition 
of the property. It is a common 
provision of the agreements, however, 
that any plan of reorganization must 
be submitted to the bondholders in 
advance of acceptance, and they are 
given a certain limited time in which 
to withdraw their bonds from deposit 
if they dissent from the plan. 
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While no definite percentage of out- 
standing bonds is required to be 
deposited before the protective com- 
mittee can begin to function, it is 
usually thought necessary to have at 
least 80 per cent in the hands of the 
committee to insure a successful out- 
come. In some rare instances, in the 
case of relatively small properties and 
closely held bonds, 100 per cent have 
been deposited. Such a_ condition 
greatly facilitates the committee’s 
work and hastens the reorganization. 

As soon as the bonds have been 
called for deposit, the committee takes 
steps to bring the property under 
responsible management in order that 
the earnings may be held for the 
benefit of the bondholders. Where all 
the interests are friendly, the equity 
owner may voluntarily turn the prop- 
erty over to the committee or to its 
nominee. Sometimes the trustee 
assumes control by mutual agreement 
of all of the parties, and itself operates 
the property. Sometimes the com- 
mittee appoints a real estate manage- 
ment firm. At other times the com- 
mittee will consent to leave the owner 
in charge, under bond and accountable 
to the committee for his stewardship. 

In most cases, however, it is neces- 
sary to bring the matter to foreclosure 
and have a receiver appointed. In 
either event, with the property under 
responsible management, the commit- 
tee is now free to make the necessary 
investigations to disclose the exact 
situation with respect to judgments, 
chattel mortgages, unpaid taxes and 
the like. 


NE of the most acute problems con- 

fronting the committee, and one of 
the first which must have its attention, 
is the matter of the furnishings, if the 
building happens to be one of the 
furnished apartment type. The furni- 
ture and fixtures may not have been 
included in the mortgage as security 
for the loan; they may be the property 
of the equity owner, who is hostile to 
the new management. They may be 
owned by the dealer which sold them, 
under a leasing arrangement; they may 
have been sold to the building owner 
under a partial payment plan, and the 
installment paper sold to a finance 
company. In any event, it is usually 
found that title to the furnishings is 


(Continued on page 29) 
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The ceremony of the 

lottery drawing in the 

Georgian Days — punc- 
tilious, no end 
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otteries Through the Ages 


By George Boyle 


(ADVERTISEMENTS FROM ASHTON’s “History or ENGLISH LoTTERIES’’) 


OW wonderful it would be if we 
H could, by some act of will, pass 
backwards through time into 
the body of an ancestor who lived at 
any period of history in which we are 
interested and see for ourselves the 
actual scenes as they took place during 
his lifetime. Thus, for instance, were 
such a thing possible, you and I might 
transfer ourselves from this year of 
world depression to the days of Queen 
Bess of England, when adventure was 
afoot and prosperity in the making, 
and pass together through one of the 
gates in the walled City of London on 
a cold morning in January, 1589. 

Not so unlikely a meeting place as 
you might imagine, unless indeed your 
forebears were already Jaying the 
foundation stones of the great Ameri- 
can States across the water, for this 
was the day of the opening of the first 
official lottery in England, and visitors 
from all parts were flocking to the city. 
The Queen had decreed that every 
person adventuring money in the 
scheme might be free to come and go 
in London during the reading — that is, 
the drawing — without fear of molesta- 
tion or arrest as strangers for any 
manner of offense. Except those of 
“treason, murder and _pyracie.” 
Crimes of which, as bankers, we should 
never dream of suspecting our an- 


cestors, though we should be well 
advised not to inquire too deeply into 
the doings of all of them. 

The gate we have chosen to enter 
has recently been rebuilt and has a 
statue of the Queen on one side and 
of King Lud—mythical founder of 
London—and his two sons on the 
other. Dressed in our cloaks, peaked 
doublets and trunk hose, some of us 
sporting elegant Spanish rapiers as 
well, we trudge up the hill to Paul’s 
church. Not the cathedral to the 
saint we may see in London today, 
but its predecessor which was burned 
down in the Great Fire of 1666. 

A great concourse of people is 
seething round a small wooden house 
erected by the west door, and becomes 
all agog with excitement as her majesty 
arrives on horseback, accompanied by 
a cavalcade. of courtiers, and is wel- 
comed by the city fathers who have 
had, at royal command, to take 
tickets in the lottery. Graciously the 
Queen pronounces the _ proceedings 
open and takes the first dip, drawing 
a valuable prize to the delight and 
amazement of all present. Well, not 
of all, perhaps, for remembering the 
lady’s autocratic character, I suspect 
that certain officials may have thought 
it advisable to propitiate her by 
nudging the arm of dame fortune. 


By now you are doubtless asking 
yourselves what all this has to do with 
a banking magazine and why I have 
chosen to write about a subject so 
taboo as lotteries and the like. My 
excuse is a reasonable one, I trust. 
Although in most countries such things 
are frowned upon officially, the time is 
not so remote when many of them, as 
some still do, drew much of their 
financial lifeblood from the proceeds 
of state lotteries, and when even 
bankers were intimately concerned in 
them. Moreover, the success of the 
Irish Free State Hospitals Sweep- 
stakes is causing Great Britain to re- 
consider the whole question of the 
legality of lotteries, and possibly to 
wonder, with state finance strained to 
its utmost, whether the human desire 
for a gamble might not once again be 
turned to profitable account. 


[F you ask me when the first lottery 

took place, I cannot tell you. Perhaps 
prehistoric man held something of the 
sort when he wanted to dispose of a 
particularly nagging wife. Certainly 
the Bible shows that in ancient times 
the majority of decisions affecting the 
welfare of a number of people was 
decided by lot. The Egyptians and 
Assyrians used dice for lots and even 
Solomon recommended the method 








Sixteen 


— ‘Stam 
r Lal Ps AMUN 
ip if ec ‘i : 


Has. just Sold 


2- £30,000 
3-£20,000 


AND 
Twenty-Eight 
OrHee Carrrars 


ATL 
In Three Months 


One of the Bish advertisements, roughly copied 
from the original 


when he said: ‘The lot causeth con- 
tentions to cease and parteth the 
mighty.”” Lot being the word used 
for the pebbles or stones drawn 
from a bag, though its origin seems 
obscure. | suppose I must not suggest 
that we owe it to Lot’s wife when 
she took so unfortunate a chance 
and glanced back at the twin cities of 
the plains. 

The Romans were fond of a kind of 
lottery akin to the bran tubs we knew 
as children into which we dipped in 


turn, feeling hastily for the largest 
parcel. They gave presents at dinners 


drawn for by lot, and very funny some 
of them were.  Heliogabalus, the 
emperor who had been high priest to 
the sun god whose name he adopted, 
thoroughly entered into the game. His 
orgies might shock even the citizens 
of Rome, but his prizes certainly 
amused them. ‘Ten bears; len os- 
triches; a box containing six flies and 
and a little matter of a dead dog, not 
too recently deceased, must have 
made his guests “sit up” from their 
couches most effectively. 

The possibility of turning lotteries to 
state advantage originated in the hey- 
days of Venice and Genoa. Their 
merchants began to run lucky dips on 
the Roman plan to dispose of surplus 
goods —usually gone a trifle stale — 
and the authorities adopted the idea 
to obtain loans for their slates. 
Florence followed with its Lotto —not 
to be confused with the game of that 
name —and from Italy lotteries spread 
to the Flemings and the Low Countries. 
France had its first state lottery in 
1389, and its successors became a 
regular prop of extravagant royally. 
The same country owed its experi- 
mental adoption of the variation 





known as Tontines to a Neapolitan 
banker, one Lorenzo Tonti. His 
scheme for a lottery on the lives of 
subscribers was rejected by Cardinal 
Mazarin, but Louis XIV was not so 
squeamish, and it is said that a hun- 
dred years later the last survivor was 


sull drawing 73,000 livres a_ year. 
Other countries were soon bitten by 
the state lottery craze and from 


Holland it spread to England, 
Elizabeth’s only venture 
were watching just now, 
come. 

It is strange to reflect that the first 
English lottery required two years and 
many proclamations by the Queen 
before the public could be persuaded 
to purchase the 400,000 tickets at 
10s. each; curiously enough the same 
price as those of the Irish Sweep today. 
True the prizes—prices they were 


and 
which we 
was the out- 








By 1826—a curious vehicle paraded the streets 
bearing convincing proof that all lotteries 
were soon to end 


called then—were mostly of 
and merchaundizes,” 
hand there were no blanks, though 
the majority I find worked out at 
about 2s. What the profits were, 
history does not record, but they were 
for the improvement and reparation 
of the havens and strength of the realm. 

In order to enter, a subscriber had 
lo use a “posie” to remain anonymous, 
like the mottoes in literary competitions 
of these times. Some of them were 
very quaint, as instance that of a lady 
whose name was Sibbel Cleyon. She 
wrote: 


“plate 
but on the other 


I am a poor maid and fain would marry, 
And the lacke of goods is the cause that 
I tarry. 

As her ticket drew 2/1d, she was not 
much nearer her goal. A gentleman 
who needed the prize badly and only 
got 2/3d, chose as his “‘posie”’ 

God send a good lot to my children and 

me, 

Which have had twenty 


by one wife 
truely. 
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But enough of Elizabeth’s lottery 
if I am to cover the remaining years 
until they were finally forbidden in 
England. 

The next public venture was in the 
days of James I. and its stated object 
to aid the plantations in Virginia. So 
little enthusiasm was aroused that 
many of the tickets were unsold but 
the prizes were not altered and [| 
suspect that the plantations had to 
‘arry on as best they could. 


Te first prize was won by a tailor, 

who received four thousand crowns 
in “‘fayre plate,’ which was sent to his 
house “in a very stately manner.” No 
doubt the poor man seized the first 
opportunity to consult the Jews 
about it. 

Seventy years later, lotteries had 
become so numerous and had been the 
cause of ruin to so many poor persons, 
that they were declared a common 
nuisance in conjunction with such 
games as faro and hazard (except of 
course when the latter were played in 
the royal palace!) and were forbidden 
by law. 

It was during this period that an 
English banker was first officially con- 
cerned in a lottery. This was the one 
held to dispose of the jewelry of Prince 
Rupert, the Cavalier, to which I 
referred in a previous article. So 
often had the public been cheated by 
then, that Charles II. undertook to see 
fair play and arranged for Francis 
Child to be trustee for the subscribers. 
The tickets were sold at his bank and 
the announcement said “he shall and 





— 61) up your ginsses, and drink to the lasses, 


may we have luck now we're anchor'd ashorc; 
enn cach j ly fellow gct merry and mellow, 
Aad when this w gone we'll try Fortune for more. 
The Scheme so surpasses, that all must be asses 
Who'd stand eo a wy Ame when luck's inthe way, 
Put cash io your breeches, from Lottery riches. 
For who'd be the fool to refuse and say nay’ 


TWO of £20,200! 


BESIDES 3,000 OTHER PRIZES, 
WILL ALL BE DECIDED 


14+ . JUNE. 


NO CLASSES! 
Every Ticket draws out singly. each deciding 
its owe Be otber. 








One of the lottery handbills 
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will stand obliged to each of them in 
their several Adventures till the said 
lottery be drawn” and that everyone 
would get his money back if it were not. 

We have now reached the stage when 

the state stepped in to use lotteries to 
fill its coffers and in the reign of 
William and Mary a start was made 
with the collection by lottery of a loan 
of a million in shares of £10. The 
prizes were annuities for sixteen years, 
charged on a fund derived from salt 
and beer duties. There were no 
blanks, the idea being to get the use 
of the money for the time being. A 
few years later, however, another act 
was passed to suppress all lotteries as 
a “reproach to the English laws and 
government,” but reproach or not, 
the temptation was too great, and by 
the time of Queen Anne, whose only 
claim to remembrance nowadays seems 
to be that she is dead, they were again 
sanctioned by the state. Thence on- 
wards, for a hundred years, they were 
a feature of government efforts to 
make ends meet. During that period 
some ninety state lotteries were held 
as well as innumerable others, two of 
which provided London with its 
British Museum and its Westminster 
Bridge. The smaller kind of doubtful 
nature were known as “‘little goes,” 
possibly because what little the sub- 
scriber had—went. Terminal or 
perpetual annuities were the baits 
held out by the state, and at first more 
prizes were offered than the sub- 
scriptions totaled; £35,000 being the 
book loss on that of 1720. But the 
authorities were not slow to gauge the 
popularity of lotteries and annuities 
gave way to cash prizes with the addi- 
tion of blanks, and for fifty years or so 
about £400,000 was made out of them 
annually. 

In 1709 the Bank of England had 
undertaken to 
receive subscrip- 
tions; twenty 
years later it went 
further and took 
over the control 
of the lotteries. 
The methods 
were very similar 
to those we know, 
except that the 
tickets were 
written in trip- 
licate and signed 
by the manager 
or cashier. One 
being for the sub- 
scriber, another 
for the treasury 
and the last for a 
sealed box against 
the days of draw- 
ing. It is proof 
of the enthusiasm 
aroused by this 
form of gambling 
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The Guildhall (during a banquet) where the drawings took place. 


that in 1755 the crowd broke down 
the counters at the bank in its anxiety 
to get at the books of tickets on the 
opening day. 

When a lottery was to be floated, 
the Chancellor of the Exchequer called 
the leading brokers and bankers to- 
gether and asked them to tender for 
£10 tickets in his latest venture of 
say, £1,000,000. Usually he managed 
to beat them up to a premium of £5, 
netting a nice little half-million to 
begin with. Naturally the purchasers 
wanted their pickings as well, and a 
further increase saw the tickets finally 
hawked about at perhaps twice their 
face value. The fact that they could 
be split into halves, quarters, eighths 
and sixteenths, hid from the public, 
with whom arithmetic was not a strong 
point, to what extent they were being 
rooked by the government and the 
middlemen. For instance I have noted 
one case where a sixteenth sold for 
£1.6.6., or £21.4. for the original £10 
ticket, but probably the purchasers 
would not have cared had they known; 
much for littke was the hope and 
delusion of most of them. 


HE bankers, either on their own 

account or on behalf of their cus- 
tomers, were large dealers and their 
books show numerous entries con- 
cerning lottery tickets. In a private 
ledger of an old Gloucestershire bank, 
it appears that tickets to the value of 
£12,800 were held in 1810. In the 
following year a parcel of these secu- 
rities (?) was bought for £250 and 
realized £356, while later in the same 
year, a purchase at £333 sold for 
£682, the profits on one lottery being 
£1,250. Four years later an entry 
shows that the profits on another was 
no less than £3,237. 

One bank at least was founded on 
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the drawing of a lottery prize, for in 
1776 Messrs. Dillion and Leyland won 
£20,000, and the latter thereupon 
embarked in the slave traffic and joined 
Messrs. Clark and Prescott, bankers. 
When they failed he started a bank 
on his own, which later, I believe, 
amalgamated with the North and 
South Wales Bank, now incorporated 
with one of the “Big Five’ English 
banks of today. 

Inevitably the bankers and stock- 
brokers did not long enjoy the monop- 
oly of tendering for tickets, a monopoly 
which by the way they shared with 
members of parliament who managed 
to secure first bites at the lottery cake. 
Offices sprang up everywhere in 
London for purchasing and dealing in 
tickets, kept by “‘lottery-office-keepers,”’ 
many of whom selected Cornhill as 
their seat of operations, with branch 
offices all over the country. Not all 
were too respectable, and their methods 
soon caused acts to be passed for their 
suppression, while a fee of £50 was 
charged for registration of the more 
reputable kind. These offices em- 
ployed touts known as ‘Morocco 
Men,” since it was their habit to carry 
red morocco pocketbooks to record 
their transactions. They tramped the 
country from end to end, haunting 
coffee shops and inns and, if I may 
quote from a book by J. Franklin, 
1855, “they lured the youthful; they 
excited the aged; and no place was so 
pure and no spot so degraded, but for 
love of 71% per cent did the Morocco 


man mark it with his pestilential 
presence.” 
Their activities were the more 


pernicious owing to the fact that the 
lottery drawings often lasted a month 
or so, making possible a scheme , of 
insuring numbers that would come 
out or not from the wheel. While the 
owner of a ticket 
might insure 
whether he would 
get a prize or not; 
whether his ticket 
would be drawn 
first or last on a 
day for which 
special prizes 
were given, and 
so on, the man 
who could not 
afford a ticket 
could gamble on 
the numbers to 
his heart’s con- 
tent or rather 
discontent. Any- 
one could attend 
at the Guildhall 
in the city where 
the drawings took 
place, and take 
down the num- 
bers day by day, 
making possible a 
(Continued on page 24) 






Eighteen 


THE BURROUGHS 





FROM A BUSY DESK 





N a recent issue of Colliers, under the 
] editorial caption “Any Week,” 

was an item about a farmer who 
went around with a smile because his 
“hired man,’’ at $12 a month and 
board, was an ex-banker who had 
refused him a loan in 1928. We 
respectfully salute the hired man if, 
as we assume, his bank failed and 
took away his personal 


cBy Hy. W. Sanders 


if the principal debtor failed to do so. 
She said that the only reason she en- 
dorsed the note was so as to make it 
easier for her friend to get the money. 


* * * 


Philip Withermore has a new name 
for people who say that the depression 
is just a state of mind. He calls them 

“‘optipests.”’ 





fortune. He lived up 
to the old unwritten 
law that a banker should 
protect his depositors 
to the full extent of his 
possessions. Hecan 
plough furrows and 
shuck corn and do his 
chores with a clear con- 
science, and ignore the 
silly grin of his em- 
ployer. 
+ * ” 


Would it not be a 
good thing if all who 
choose to call themselves 








MR. SANDERS 


* * * 


Minor problems of 
the new check tax are 
coming to light. City 
and County officials 
sometimes carry ac- 
counts for official pur- 
poses, but not under 
the regular arrange- 
ments. These accounts, 
belonging to officials in 
their official capacity, 
are not taxable. Other 
concerns that keep their 
books strictly do not 
desire to have their 








‘“*bankers” were obliged 

to follow the above unwritten rule? 
For a couple of centuries bankers built 
up a reputation for integrity and cau- 
tion by staking all they possessed on 
their responsibility for deposits en- 
trusted to them. Now a depression 
comes along and we see individuals 
living in great comfort and luxury, 
despite the fact that money entrusted 
to them has been lost. They point to 
disclaimers such as “for your account 
and risk,” and “‘all statements made 
are derived from sources believed to 
be reliable, but are not guaranteed,” 
and so forth. All very well, but not 
entitling them to the honored name 
of “‘banker.”’ 


* * * 


A country bank takes farmers’ 
statements on a printed card just 
about the same size as a note form, 
then files statement and note together. 
This is handy for the examiner and 
appears to be the most practical idea 
we have seen for some time. 


*” * * 


A lady endorsed a note and in the 
end was called upon to take up the 
obligation. She thought the bank was 
very hard on her as she had not derived 
any benefit from the loan. The banker 
asked her why she had endorsed the 
note if she was not prepared to pay it 


account charged, but 
ask the bank to bill them for the tax, 
possibly asking that the bill cover the 
tax on a number of different accounts. 
These and similar exceptions all add to 
the trouble and labor of collecting the 
check tax. 

* * a 


There is a bank that has bought 
millions of dollars worth of bonds but 
has not lost a cent, nor has any 
depreciation to worry it. The reason 
is that for many years it has bought 
only those maturing in less than three 
years. 


* ba * 


Perhaps the most startling piece of 
news in the papers recently was about 
the Chicago city employee whose home 
was sold for $34 unpaid taxes. He 
was owed $850 salary by the city, and 
to regain a clear title will have to pay 
the $34 with 6 per cent interest and 
12 per cent penalty and all reinstate- 
ment charges. 


* * * 


That very careful banker, O. Howard 
Wolfe, of Philadelphia National, told 
the Pennsylvania Bankers Association 
some of the problems they encountered 
when trying to help hard-pressed 
country banks by rediscount of their 
notes. Some used non-negotiable forms 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


including a clause permitting judgment 
before maturity. Others presented 
altered paper, or demand notes more 
than a year old. Others had notes 
unsupported by recent statements or 
corporation resolutions. Others had 
loaned heavily on local unmarketable 
collateral. The lesson is clear —that 
a bank should make every loan as 
negotiable as it can possibly be, even 
though there is not a cloud on the 
horizon. 


* * * 


From the little house organ of our 
old bank, the Citizens National, Los 
Angeles, we often glean a paragraph. 
This time it is the experience of the 
coupon teller in asking people whether 
they pay income tax, for the purpose 
of making out the necessary certifi- 
cates. Here are some of the replies: 
“No, but I wish I did,’’ ‘““Well, yes and 
no,” “Hell, yes. The Government 
gets everything,” “Yes—Oh, wait a 
minute, I did last year, but won’t 
this year,” “‘Didn’t last year, might 
this year,” “Can’t tell yet, too early,” 
“No, but my husband does,” “I hope 
to tell you!” 


* * * 


Philip Withermore attended a Cali- 
fornia bankers meeting, and evening 
addresses were made following a 
dinner in the patio of a famous hotel. 
Between the awnings that partially 
covered the gathering could be seen 
the stars, set in the velvety California 
sky. Philip said it was a comfort to 
know that the stars would still be 
there when the speakers were all dead. 


* * * 


We do not know if it is true or not, 
but a customer told us that he had an 
account with a very conservative 
savings bank in an eastern state. He 
was so unfortunate as to lose his pass 
book, and the bank officials told him, 
(1) that it would be necessary to 
advertise the loss in the papers, (2) 
that he must post an indemnity 
bond, and (3) that he had better go 
home and try to find the book by 
further search. 


* * * 


After a quarter-century of banking 
we are unable to get over a sense of 
astonishment at the way in which 
banks use boys and girls just out of 
school, or youngsters of scarcely more 
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experience, in important work and get 
away with as few errors as they do. 


* * * 


The $2 bill is getting steadily scarcer. 
Recently the U. S. S. “Lexington,” the 
great aircraft carrier, was moored off 
our city for Independence Day ex- 
ercises. The town was filled with 
sailors and marines on leave and it 
must have been just after payday, 
because the storekeepers all brought in 
bunches of $2 bills. They made no 
effort to put them again into circula- 
tion, nor did the bank. 


* * * 


The credit officer makes the perti- 
nent comment that loans made now 
are probably better loans than any for 
years past. Prices are down to bed- 
rock, business is producing more 
efliciently than ever before, and bor- 
rowers who can make a good enough 
showing to get credit in these times 
will be the ones to do well in the years 
that lie ahead of us. Incidentally 
banks all over the country are down to 
bedrock principles in making loans and 
it is to be hoped that the experiences 
of these years will prevent reckless 
loaning for all time to come. 


* * * 


The worthless check artist is still 
with us. Recently one opened an 
account for cash and received a pass 
book for the entry of deposits. A few 
days later he made a deposit of a check 
on a distant bank, and asked the teller 
for a duplicate deposit slip as he had 
left his book at home. Then he 
cashed a check and disappeared. If 
he had shown his pass book the teller 
would have been warned by its new- 
ness. 


* * * 


We urge our tellers to look at the 
amounts on checks before they cash 
them. The fraudulent-check-passer 
cannot afford to come to a town such 
as ours with its four banks, and work 
the town, unless he can get at least $100 
from each. More often he will make a 
bold play for $200 or $300, or a few 
dollars less. So we cash all sorts of 
items for $10, or $20, or $30 to oblige 
the public and build up good will. 
When it gets up around $50 we get 
cautious, and if it goes up near $100 
we get very technical indeed. So far 
the principles outlined have won many 
friends and entailed no losses. 


* * * 


Clifford de Puy, editor of Northwest 
Banker, commenting on the organiza- 
tion some time ago of a ‘‘Baldheaded 
Bankers Association,” asks why not 
organize a ‘““Boneheaded Bankers Asso- 
ciation,” and then answers his own 
question by saying that this was done 
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long ago, but called by another name, 
and that the group has now disbanded 
and gone back to farming. 
* aK x 

A borrower, his note due, went into 
the safe deposit vault and came out 
with enough currency to pay the note. 
Some time later he asked for another 
loan, and was surprised and hurt when 





anadian 





N examination of Canadian branch 
statistics since confederation 
shows that financial events of 

the Dominion are pretty well mirrored 
in these figures. The development of 
the country and the minor setbacks 
are all reflected, probably because of 
the elasticity of the system which 
permits the opening and closing of 
branches as conditions warrant. This 
freedom to establish and close branches 
has been an important factor in the 
development of the country as the 
banks have not hesitated in going into 
new settlements, establishing experi- 
mental offices and giving these a thor- 
ough test with closure as last resort. 
Canada had 123 branches in the first 
year of confederation in 1868. In 
1902 this total had grown to 747 and 
three years later had reached 1,145. 
Between 1905 and 1916 with the 
establishment of new towns in the 
West, a large extension program was 
undertaken by the banks with the 
result that branch banks numbered 
3,198 at the end of 1916. The expan- 
sion was halted by mutual consent 
during the war owing to the scarcity 
of men to staff the branches. After 
the war extension was resumed and a 
keen competition developed for attrac- 
live points. In this orgy of expansion 
a number of branches were opened 
where there was no justification for 
services and in 1920 the number of 
branches in Canada had reached 4,675. 
This total approached the 5,000 mark 
a year later but the depression of 1921 
brought a halt to the ascending figure. 
Then followed an era of bank mergers 
and with the elimination of duplicated 
branches the total was cut to 3,770 in 
1926. From 1926 up to 1929 there was 
a steady upward trend in the number 
of branches opened but in 1930 the 
movement hestitated and turned defi- 
nitely down in 1931. At the end of 
June of the present year branch banks 
in Canada numbered 3,854 or about 
the same level as the 1927 figures. The 
weeding out of unprofitable and experi- 
mental branches reached its height 
during the first six months of the pres- 
ent year when 136 branches were 


the banker informed him that loans 
were made only to customers of the 
bank. He maintained that as a renter 
of a safe deposit box, he was a cus- 
tomer. Which once more brings up 
the question of safe deposit facilities. 
Provided as an accommodation, at 
nominal cost, they have contributed to 
many bank closings. The courageous 


Notes and 


By G. A. G. 


closed against six new branches opened. 
Included in the offices discontinued 
in the first half of the year were forty- 
one sub-agencies where operation is 
adjusted to crop-moving periods and 
at many of these points services will 
be resumed in the fall months. Several 
new factors have appeared to influence 
branch extension in Canada of recent 
years. The increase in corporation 
taxes and the decline of the small town 
have left their imprint on the branch 
lotal. The construction of good roads 
and the wide use of the motor car has 
transferred business to larger centers 
and it is significant that some of the 
small branches closed have been estab- 
lished as long as twenty-five years. 
The smaller points are putting up a 
stubborn battle to retain their im- 
portance and the tide may turn. When 
it does it will find the banks eager and 
willing to re-establish services. 


When the story of the financial 
upheavel of the past three years is 
written, the hectic hunt for gold in 


Canada may form = an_ interesting 
chapter. While the search for the 


yellow metal is always an arresting 
story, gold rushes have lost a great 
deal of their romance and are not what 
they used to be. The hardships and 
crude methods of the Yukon rush and 
“The Trail of ’98” are but memories. 
In these modern rushes, well equipped 
prospectors jump off to the fields in 
flying box-cars and radio their move- 
ments to their principals in a city sky- 
scraper. Some of the color of other 
days, however, has been revived in the 
Kootenays of British Columbia where 
several hundred men left high and dry 
by lagging industry have swarmed in 
to try their luck in placer operations. 
Some of these men are making better 
than wages and the branch banks in 
the Kootenays are oiling up their gold 
scales and weighing up the contents 
of miner’s “pokes.” Some of the 
branches are reported to be averaging 
$150 a day in dust with the odd nugget 
also finding its way to the banks. 
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banker, faced with hoarding, should 
refuse to supply safekeeping facilities 
except to those who will sign an agree- 
ment not to use them for the storage 
of currency. A practical step in thou- 
sands of cities is the increasing of safe 
deposit rentals to a point where the 
cost of storage of currency becomes 
prohibitive. 


omment 


The Mad Hatter was showing Alice 
about the savings department. “‘All 
you need to open an account with us 
is $1," he said. ‘“‘You pay in your 
dollar and we will give you a pass book 
costing us twelve cents and we also 
use up about twenty-five cents’ worth 
of our stationery and sixty-three cents 
of our employees’ time in giving you 
service.” 

“Well, do I get back my dollar?” 
asked Alice. 

“Why, of course you do,” said the 
Mad Hatter. “If you want to draw it 
the next day it is all right with us.” 

“If I want to draw it the next day, 
what do you get?” asked Alice. 

“That’s easy,” said the Mad Hatter. 
‘*“We get the book back and we pay one 
of our employees to cancel it and make 
it useless for any other purpose.” 

“Do all the banks do this work for 
nothing and give out free stationery 
like that?” said Alice. 

“Yes, yes,” said the Mad Hatter. 
“It is an old established custom here. 
Everyone does it.” 

*““You must be making large profits 
in other departments to do this in such 
a big way,”” Alice commented. 

“Well, no,’ said the Mad Hatter. 
“Times are hard. We have had to cut 
salaries and reduce our dividend.” 


* * * 


If you are seeking a customer’s slant 
on the service at your branch, sell 
yourself a few travelers’ checks, take 
your holidays and drop into banks 


along your route and watch their 
counter service. One manager rec- 


ommends this as an interesting and 
instructive experiment which may put 
your own routine methods in the spot- 
light. The manager referred to, made 
a long and leisurely motor trip and had 
occasion to visit a number of banks in 
the area traversed. In many cases he 
said he observed minor weaknesses in 
the service or counter arrangement 
which took on new significance on the 
customer’s side of the wicket. He also 
took back with him new ideas which he 
saw working out efficiently at many ol 
the branches visited. The manager 
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CLEARING HOUSE 


diarized some of the defects in service 
as follows: 


T Bank No. 1—Delayed at teller’s | 


counter while teller entered up a 
number of out of town items taken in 
on a previous deposit. 

At Bank No. 2—Teller here appar- 
ently makes practice of paying oul 
currency of large denominations. Many 
of these were changed immediately for 
smaller bills by customers before they 
left the counter but service delayed by 
the two paying-out operations. 

At Bank No. 3—Door of manager’s 
office closed, giving clients the impres- 
sion that manager was engaged with 
another customer. Noticed after- 
wards that manager had been at his 
desk and apparently oblivious to the 


| 


| 


| 
| 


lact that clients were waiting to inter- | 


view him. 


Bank No. 4—Ledger cards too far | 
away from tellers’ counters with the | 


result that ledger clerks take many 
unnecessary steps. 


Tellers’ counters at this bank also | 


too near the main entrance with the 
result that clients have to force their 
way through counter customers to 
other departments. 

Bank No. 5—Departments 
clearly designated by signs. 
be re-directed to proper counter. 


* * * 


A newly appointed rural manager 
was instructed by head office to report 
on a past due note secured by a chattel 
mortgage on a pure-bred bull and to 
ascertain whether the animal was in 
good condition or if any additional 
security could be taken. The promis- 
sor turned out to be very cantankerous 
and the manager was chased off the 
premises by the angry bull. He wired 
his report to head office as follows: 

“Loan slow but bull fast. Counted 
two dogs and a shotgun not included 
in our mortgage.” 


* * * 


not | 
Had to 


While life insurance solicitation is | 
supposed to have reached a high state 


of efficiency and salesman are care- 
lully schooled in presenting the advan- 
lages of insurance, a manager says that 
he has heard of few cases where a 
salesman has pointed out to the 
prospect that a policy with a cash- 
surrender value was good collateral at 
1 bank. The manager believes that 
the insurance companies are passing 
up a good selling point and a little 
diffusion of knowledge on this feature 
Would be of assistance to their policy- 


holders. In his experience of loaning 
On the security of life insurance 
policies, he has found that only in 


isolated instances was the policyholder 
aware that he could borrow at a bank. 
lhe customer, of course, knew that he 
could negotiate a loan through the 
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BANDIT RELIEF 


Starts at Home 


THIS INSTITUTION IS 


PROTECTED 


AGAINST 
DAYLIGHT HOLD-UPS 
BY DIEBOLD-LAKE ERIE 


TEAR GAS 





This Sign 
in The Bank . 
tJ 
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° "Backed by the 
Diebold-Lake Erie 
Eleetrieal Tear 
Gas System. 





e 

e and the 

Tellers’ Safety Locker That 
Automatically Locks Up All 


[Exposed Money Has Proved 


Effective in Preventing and 
Defeating Hold-ups without 
Danger of Personal Violenee. 





ELIEF from banditry can 

be accomplished by the in- 
stallation of effective protec- 
tion on the premises » » » 
protection that detours the 
bandits to easier victims and 
drives them from the bank, if 
they attempt an attack. » » » 
The Diebold -Lake Erie Elec- 
trical Tear Gas System drives 
the bandits from the bank and 
harmlessly renders them easy 
subjects for police attention. It 
earns for its users a 25% in- 
surance discount. Signs an- 
nouncing its installation in- 
form and “detour” the bandits. 
» » » The Tellers’ Safety 
Locker instantly locks up all 
exposed money during an at- 
tempted hold-up and daily pro- 
vides the tellers with exclusive 
delayed control over surplus 
funds. » » » The Diebold 
method of Bandit Relief pre- 
vents as well as defeats at- 
tempted hold-ups. » » » » 








Diebold Safe & Lock Co., Canton, Ohio 


( ) Please send your book, “‘Bank Bandits— 
Detour.’ 


( ) Please submit complete recommenda- 
tions for relief from banditry. 


Bank 
Individual__ 





City. Se 
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SAFE & LOCK C@O.,. Canton, Ohio 
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insurance company but was pleasantly 
surprised when he found that he could 
complete the necessary documents at 
his local bank and obtain an immediate 
loan. This is an important advantage 
to rural policyholders who would 
otherwise have to conduct negotiations 
with the loaning office of the insurance 
company by mail and who usually have 
a horror of the “‘red-tape”’ involved. 
* aw ok 

Probably no branch bank in western 
Canada has attracted so much favor- 
able attention as the branch of the 
Canadian Bank of Commerce at Staf- 
ford and Grosvernor Streets, Winnipeg. 
Ilere is the case of a branch bank 
placed on a very ordinary site in a 
residential retail section which has 
become one of the “show places’’ of a 
city. It would have been very easy to 
have sodded the lot in the rear of the 
building, planted a few shrubs and let 
it go at that but the Stafford and 
Grosvernor officials saw other possibil- 


ities and an attractive landscape plan 
to harmonize with the building was 
developed... After years of care, this 
has shown results with a well kept 
greensward, beautiful flower beds, 
shrubs and clinging vines surrounding 
the building. The branch has been 
awarded special prizes by the Manitoba 
Horticulture Exhibition and has been 
admired by thousands. It is just 
another example of what can be accom- 
plished in the beautification of bank 
grounds. 
* * * 

A small rural branch that had been 
found unprofitable was being closed 
and the business transferred to a larger 
center. The residents regretted the 
dislocation of banking facilities and 
circulated a petition asking the bank 
to reconsider its decision. When the 
petition reached the manager, the first 
name on the list was that of the bank’s 
most bitter critic—one who had ex- 
pressed open hostility to banks and 
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all their works. Such are the vagaries 
of human nature. 
* * * 

If these bondholders’ protective com- 
mittee meetings get any more con- 
troversial, someone will have to form 
a protective committee to protect the 
bondholders’ protective committee. 


* * * 


Some extraordinary tales of uneco- 
nomic uses of commodities has come 
out of the West during the past two 
years. The historians will probably 
note that in 1931-32, barley was 
burned as fuel by some Manitoba 
farmers. Butter was used for axle 
grease for wagons in Saskatchewan 
and eggs were fed to horses in the Peace 
River district of Alberta. During the 
drastic decline of commodities, eggs, 
when they could be marketed, brought 
as low as five cents a dozen, with 
butter at nine cents a pound at some 
Prairie points. 


Tracing the Gold Movements 


United States was a rapid decline in 
the gold reserves of the Federal 
Reserve banks. Up to the passage of 
the Glass-Steagall Bill the withdrawal 
of gold by the European nations 
actually constituted a menace to the 
United States currency. However, 
with the enactment of the law author- 
izing the Reserve banks to include 
government securities bought in the 
open market as collateral against notes 
in circulation, this menace was elimi- 
nated. The outflow of gold had no 
appreciable effect on the credit situ- 
ation or on interest rates in the United 
States because this outflow was offset 
by the open market operations of the 
Reserve banks. In other words, as 
gold left the country, the Reserve 
banks counteracted the effect on the 
New York banks through the purchase 
of government securities. The follow- 
ing table shows how the increase in 
holdings of government securities by 
the Reserve banks offset the gold 
exports. 
Reserve Banks’ 


holdings of Monetary gold 
1932 government securities stock 


(In millions of dollars; averages 
of daily figures) 


January a 759 1,452 
February 743 4,384 
March....... 809 4,372 
April........ 1,014 4,381 
May.. 1,413 4,273 
ee 1,697 3,956 

In this connection, however, the 


fact should not be overlooked that 
when the outflow of funds from the 
United States set in, this country had 
a huge surplus of gold and that the 
Federal Reserve authorities for several 
years had considered part of the sur- 
plus gold as being held in trust for 


(Continued from page 12) 


foreign nations. The outflow of gold 
from the United States came to a 
sudden halt at the end of June, 1931, 
and from that date on, the movement 
of funds was reversed. The dollar 
which up to about the end of June was 
selling at a discount in a number of 
European countries, notably France, 
Holland and Switzerland, appreciated 
rapidly and gold began to flow to the 
United States again. 

This inflow of gold took two forms. 
First, actual shipments of gold to the 
United States and second, release of 
gold from earmark by Federal Reserve 
banks. During the time that foreign 
nations withdrew their balances from 
New York, huge amounts of gold were 
earmarked by the Federal Reserve 
banks and held for account of foreign 
central banks. While earmarked gold 
remains in the United States, it does 
not belong to the Reserve banks and 
for all practical purposes is equal to an 
exportation of gold. During July and 
August central banks, and notably the 
Bank of France, released substantial 
amounts of gold from earmark which 
is equal to an importation of gold. As 
a result of this development, the 
monetary stock of gold of the United 
States from the end of June to the 
middle of August increased by almost 
$100,000,000. 

This development gives rise to two 
more questions. First, the causes for 
the change in sentiment regarding the 
dollar and secondly, the effects of the 
inflow of gold on the United States. 
The principal reasons for the reversal 
in sentiment on the part of European 
nations are, first, the fear that inflation- 
ary measures might be enacted were 


set at rest by the adjournment of 
Congress and secondly, the promptness 
with which the Reserve banks paid out 
gold indicated clearly that this country 
was both able and willing to meet all 
obligations to foreigners. 

So far the movement of gold to the 
United States, aside from the favorable 
psychological effect which it exercised, 
has tended to ease the banking situ- 
ation. It has enabled the Reserve banks 
greatly to reduce the volume of govern- 
ment securities purchased in the open 
market, made it possible for member 
banks to repay part of their obligations 
to the Reserve banks, and resulted in 
the accumulation of surplus member 
bank balances at the Reserve banks. 
The repayment of debts by Reserve 
banks and the accumulation of surplus 
balances will undoubtedly have a 
favorable effect on the credit conditions 
in the United States. 

As conditions are at the present 
time, it is quite likely that during the 
next few months the inflow of gold 
into this country will continue. ‘The 
balance of payments of the United 
States on current account is usually 
favorable. In the past few years this 
favorable balance has been offset by 
our long and short term lending, but 
at the present time foreign lending has 
ceased and consequently one of the 
most important offsetting items in the 
American balance of payments has 
been eliminated. This development 
must ultimately lead to an inflow ol 
gold. The return flow of gold to the 
United States will undoubtedly have a 
beneficial effect not only on the credit 
situation in this country but also on 
the international money market. 





me 
Van 
bill. 
elev 


Clu 
Joh 
alot 


arol 


of t 


tur 
bac 
whe 


mil 


ries 


om- 
‘On- 
orm 
the 


eCO- 
yme 
two 
ibly 
was 
oba 
axle 
wan 
pace 
the 
Sgs, 
ight 
vith 
ome 


t of 
ness 
| out 
ntry 
t all 


» the 
‘able 
ised, 
situ- 
anks 
rern- 
open 
nber 
tions 
od in 
m ber 
anks. 
serve 
rplus 
rea 
tions 


esent 
g the 
gold 
The 
nited 
ually 
; this 
st by 
, but 
g has 
f the 
n the 
; has 
ment 
yw ol 
o the 
ave a 
credit 
SO on 





CLEARING HOUSE 


The $20,000 Bull’s-Eye 


(Continued from page 9) 


me offering $20,000 for it?” Mr. 
VanOrman leaned close to Mr. Clutch- 
bill. His eyebrows shot up and stayed 
elevated. 

“Hell and little kittens!” Mr. 
Clutchbill jumped for the door. “John! 
John!’ he hollered, trotting swiftly 
along the lobby. 

Cashier John Atwood spun his head 
around and extended it within an inch 
of the bars of the paying window. 

‘Here! over here! Mr. Clutchbill.”’ 

“Oh! there you be. John! that pic- 
ture. . . that little picture beside the 
back door in the directors’ room — 
where in hell is it?” 

“Why. . . why, Oliver Bero has got 
it. I gave it to him not more’n twenty 
minutes ago when he came as usual for 
the barrels of waste paper and our 
burned-out electric lamps he always 
asks for.” 

“Oliver Bero took it!!’ Mr. Clutch- 
bill hooked his hands in the window 
grille and danced with his hind legs. 
“Dammit!’’ 

“You know,” gulped John, “‘you’ve 
threatened to throw it away yourself. 
Oliver wanted it along with the electric 
light globes. He said it was just the 
right size for something . . . I didn’t 
pay any attention what.” 


“(OOD Lord!’ Mr. Clutchbill rattled 

the grille savagely. ‘John! it 
was worth twenty thousand dollars! 
Do you hear me?. . . twenty thousand 
dollars!’’ 

John’s head slowly settled into his 
collar. His rapidly winking eyes bulged 
out like a bug’s. 

“You get out of here and get your 
car to going,”’ flamed Director Clutch- 
bill. With that he burst back into the 
directors’ room, grabbed the dazed 
Mr. VanOrman by one arm. ‘Come!’ 
he jerked out and closed his jaw 
grimly. 

Cashier John Atwood had dashed 
out of the bank and stung his car to 
life with one sudden kick on the starter. 
Mr. Clutchbill and Mr. VanOrman 
clawed into the rear seat. 

“Get to Oliver Bero’s house and 
don’t stop for nothin’,” blazed Mr. 
Clutchbill, jerking his black felt hat to 
his ear laps. 

They whizzed out of the village like 
the town fire truck at midnight, dove 
into a lane and sent up a cloud of dust 
Which twisted into a whirlwind behind 
them. In a small front yard they slid 
eight feet on set wheels and stopped 
* ae of Mrs. Bero’s nasturtium 
bed. 

Mrs. Bero rose from a chair on the 
veranda like a released balloon. She 
lifted one hand to her mouth and 
patted it hysterically. 

“Where’s Oliver?” yelled Mr. 
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SAFETY BOND 


ILBERT Safety Bond combines staining upon 
application of ink eradicator with smoothly 
laid surface tints for protection against mechan-_ 


ical erasure. 


The surface tints are not patterned and therefore 
permit the lithographer or printer to produce any 
effect that may lead to beautiful and unique 
checks. This surface color being without pattern 
also makes the check more legible and less tiring 
to examining eyes that look at thousands of checks 


every day. 


These are the reasons that Gilbert Safety Bond is 
becoming one of the most. popular check papers 
with both large banks and large institutions. 
Popularity is based on merit. Ask your printer or 
lithographer for samples and prices, or write 
direct to manufacturer for sample book. 


Gilbert Paper Company, Menasha, Wisconsin 
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Clutchbill in the midst of a flying 
leap out of the car. 

“Has he shot somebody? I told him 
he would!” 

“Not yet! Where is he?” 

“Back of the barn practicing with 
that horse pistol again.” 

Director Clutchbill staggered back 
as a gigantic fear pierced his brain. 
What was Oliver shooting at? 

Iie twisted around as he gathered 
himself for motion. “Follow me as 
close as you can,” he shouted to the 
two statues in the car. 

A distant “‘boom’’ shocked the air. 
It was the starting gun for Mr. Clutch- 
bill. He raced for the barn some twenty 
rods away. With outstretched neck, 
John spun at his heels. Mr. VanOrman 
running for the first time in twenty- 
five years and uncertain why he was 
running, kept himself with difficulty in 
third position. 

In this order they swept around the 
barn and down a field back of it. A 
motionless head stuck up on the near 
horizon. Beyond the head an ancient 


army revolver, motionless as an etch- 
ing, was outlined against the sky. 
Suddenly it sprang upward and belched 
a bellow and a balloon of smoke. 

Mr. Clutchbill doubled his stride, 
wheezing brokenly. 

A stone wall now came in view. On 
it, perched primly at intervals for 
targets, were the electric light globes, 
and in the middle, propped upright, 
was a little gold-framed thing. 

The revolver hung motionless again. 
It was leveled straight for the little 
gold frame. 

Mr. Clutchbill ran out his toes. 
“Ol-iv-er!!’ he screamed. 

At the cry the revolver ducked in 
astonishment and then gave a belated 
boom. 

Mr. Bero turned and scowled. 

“Ol-iv-er!’? Mr. Clutchbill yelled 
again, burning the sod. 

“Leave it alone!’ squalled Oliver 
angrily. “I’ve just got the range. If 
you hadn’t yelled, huh —well, maybe I 
punched her center anyway.” 

Mr. Clutchbill kept on. He reached 
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the gold frame. He snatched up the 
tiny Corot and stood with it in shaking 
hands as John and Mr. VanOrman 
came down on him. 

Water was running from Mr. VanOr- 
man’s face. His lips were shaking. He 
reached out an_ eager, trembling 
hand. 

Director Clutchbill dropped to the 
pasture sod and lay out straight, pant- 
ing and speechless. But a thrill of new 
excitement kept Mr. VanOrman stand- 
ing. His eyes were fastened on the 
little Corot. 

**Perfect still perfect!’ he 
whispered, and then to Mr. Clutchbill: 
“Draw on your account with us for 
$20,000 . . . draw any time-—it’ll be 
there if a telegraph wire can beat a 
mail train.” 

Director Clutchbill lifted and re- 
volved one hand on a limp wrist as a 
sign he understood. He rolled his eyes 
around on John and spoke in a husky 
voice. ““The pace gets swifter as I get 
older, son, but ... safe again! .. 
there’s money in the bank!” 


Lotteries Through the Ages 


scientific reckoning of insurance 
chances. The universal misery occa- 
sioned by these practices to the smaller 
fry was slightly lessened by forbidding 
any but lottery-office men to attend 
the drawings, but was only finally 
prevented by the passing of Percival’s 
act in 1806, limiting the drawings to 
one day only. 


FIND that I have said nothing of the 

actual proceedings at the drawings 
which in most cases were honest 
enough. They were much as you 
might imagine. On the day of the 
draw, two great wheels about six feet 
in diameter and a foot and a half 
through, hollow of course to contain 
the tickets, and each protected by a 
kind of box, were drawn on sledges 
from Somerset House to the Guildhall 
and there mounted on a platform a few 
feet apart. The boxes being pulled 
aside but replaced over them as a safe- 
guard at night. In the center of each 
wheel was a spindle by which they 
could be shaken or rocked and in one 
side a small pigeonhole through which 
a hand could be thrust. One of course 
contained the duplicates of the pur- 
chased tickets, the other, prizes and 
blanks. 

When the proceedings opened, a 
group of officials seated themselves at 
a table with others to announce the 
numbers drawn, while two boys from 


Christ’s Hospital officiated at the 
holes. These scholars were usually 


known as blue-coat boys from their 


(Continued from page 17) 


long robes of that color, but their 
yellow stockings, when till recently 
their school was still in the city, often 
led to the jeering cry of the street 
urchin; ‘“‘Who stuck his legs in the 
mustard pot?” 

Each boy, according to an old act, 
must have “‘the bosoms and sleeves of 
his coat closely buttoned, his pockets 
sewn up, and his hands examined, and 
keep his left hand in his girdle behind 
him, and the right one open with the 
fingers extended.” All this because 
on one occasion a bright youth did 
some clever conjuring with the tickets 
to the advantage of the person who 
had bribed him. As every ticket had 
to be booked up in several ledgers, 
only a few hundreds were drawn each 
day, hence the long protracted sessions 
to which I have referred. 

One feature of the lottery offices I 
must mention and then close this 
lengthy description. It is the extra- 
ordinary versatility displayed by their 
keepers in the matter of advertise- 
ments. I wish I could reproduce a 
large number from those I have been 
privileged to examine in the museums, 
but I must content myself with one 
or two. Perhaps the leading exponent 
was a man called Bish, whose office was 
at 4 Cornhill. Some of his best efforts 
vie with those of our modern appeals 
to a gullible public. Nothing came 
amiss to him: he would drop into 
verse; parody songs; compose valen- 
tines; draw sketches and little pictures 
and invent pictorial anagrams, ever 


striking a new method to bring grist 
to his lottery mill. Here is the begin- 
ning of one of his bright ideas, called 
“The Lottery Alphabet:” 


A stands for All who for Aflluence 
wish, 

B means Be sure Buy a Ticket from 
Bish. 


C Cash in plenty by Bish you may gain; 
D Don’t Delay soon a Chance to obtain. 


And so on to 

Z with Zeal to adventure and _ pur- 

chase of Bish. 

Lottery keepers were even particular 
as to the appeal in their names. 
Nothing could be more appropriate 
than Hazard and Co., while I have read 
of an old woman called Goodluck who 
received an annual allowance as a 
sleeping partner in exchange for the 
use of her name. 


BY 1826 public opinion had veered 

against lotteries. The country was 
turning from the Georgian ideas to the 
outwardly strictly moral attitude ol 
the Victorian which was to succeed it, 
and in that year if we had chanced to 
be in London we might have seen a 
curious vehicle parading the streets 
bearing convincing proof that all 
lotteries were soon to end. It had an 
octagonal erection, twenty feet high 
and was covered with the deathbed 
appeals of the lottery offices announc- 
ing the absolutely last and final chance 
to make money to a public tired of 
trying to do so, and of a government 
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willing to sacrifice about a quarter of 
a million a year in the suppression of 
this form of gambling. 

Curiously enough, owing to an 
oversight, the definite ending was not 
in that year, as the good people of 
Glasgow were permitted to hold lot- 
teries for the beautifying of their city 
until finally prohibited to do so in 
1834. 

Will state lotteries become general 
again? France suppressed its Loterie 
Royale in 1776; the last authorized one 
in the United States was, I believe, the 
famous Louisiana Lottery which died 
in 1890, England as I have shown has 
had none since 1834. But just as after 
the bursting of the South Sea and 
Mississippi bubbles the public in 
England and France turned from 
gambling in stocks and shares to the 
state lotteries, so today, when the 
latler amusement is at a discount, the 
man in the street is seizing with avidity 
on the chances offered by the Irish 
Free State Hospital Sweepstakes, and 
already the government of that coun- 
try has seen the advantage to be 
derived by deducting some of the 
easily collected money for state pur- 
poses. 

Man is by nature a gambler and 
lotteries properly run might not be 
such a bad thing, were it not that so 
many are prone to give too literal a 
meaning to the lines written by the 
Marquis of Montrose who was 
executed in 1650. 


He either fears his fate too much, 
Or his deserts are small, 

Who dares not put it to the touch, 
To gain or lose it all. 


Contributing to the Bi- 
centennial 
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that, we attempt to recall each to 
many of the generations to follow, 
with the hope that in their hearts 
patriotism, courage, love of country, 
devotion to its institutions and respect 
lor law may be renewed and _per- 
petuated.”’ 

Newsmen at press tables caught 
the significance of that thought, later 
giving circulation to it as the highlight 
of their reports far and wide; while 
amplifiers, provided through courtesy 
of radio station WHK, carried the 
speaker’s voice up and down and across 
the great metropolitan thoroughfare. 

The plaque, center of a good news 
story of local and national interest for 
the day, is anchored securely on an 
outside pilaster of the Central United 
National Bank’s building at 308 
Euclid Avenue, facing East Third 
Street, which old-timers still call 
Hickox Alley . . . . all of this, an 
idea dug out of an attic of antiques. 
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Guests at the William Penn en- 
joy the prestige of a good ad- 
dress. From coast to coast it is 
known as a hotel of distinction, 


| example, 
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For Fees That Compensate for 
the Liability 


(Continued from page 7) 


injuries sustained by the 


| dropping of an elevator, stumbling 


over a loose board or carpet, slipping 
on a wet step, leaning against a loose 
railing on a porch or touching an 
exposed switch or live wire. 

Most of the above liability can and 


| should be covered by insurance and the 
| premium charged against the income 
| of the trust estate, but failure to carry 


such insurance or to secure the proper 


| coverage would probably result in the 


possessing an atmosphere ap- | 


preciated by experienced trav- 


elers. Yet rates are reasonable. | Eighteenth Amendment and a federal 


William Penn Res- 
taurants serve the 
highest quality of 
food at moderate 
prices. 
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A Detail 
—but one that affects the con- 


tinuous, profitable operation 
of your Burroughs equipment. 


For the best results use only 
genuine Burroughs non-lint roll 
paper on your Burroughs. 


Ordinary paper often contains 
lint or minute particles of paper 
dust which fly into the mechanism 
and ultimately cause mechanical 
trouble. Buy Burroughs non-lint 
roll paper at the local Burroughs 
office, or order direct from 


Burroughs Adding Machine Company 
Detroit, Michigan 
Burroughs Adding Machine of Canada, 








Limited, Windsor, Ont. 





damage being charged to the trustee 
and not against the trust estate. 

The Eighteenth Amendment has 
caused trustees further difficulties. If 
the lessee of real estate violates the 


| padlock for one year is placed on a 





store or building held in a trust, a 
beneficiary might contend that this loss 
of rent was due to the negligence of the 
trustee and therefore chargeable to it. 


| If the trustee put up a bond in order 


to get the padlock removed, and the 
violation occurred again while the 
bond is posted, the bond would be 
forfeited and the loss would un- 
doubtedly fall on the trustee and not 
on the trust estate. 

Corporate trustees alsg must at 
their peril see to it that fire, wind 
storm and explosion insurance is car- 
ried in the proper amounts and that the 
proper coverage is obtained in the 
policy. All contracts relative to real 
estate or leases must be signed by the 
trustee and if care is not exercised in 
signing them in its fiduciary capacity 
and not in its individual capacity, the 
trustee may be held personally liable 
under such contracts or leases. In 
refinancing the encumbrances on real 
estate or conveying real estate, con- 
siderable liability may be assumed if 
care is not exercised. A trustee may 
find itself in a position of personally 
guaranteeing the title to a piece of 
trust real estate or the payment of a 
mortgage if it executes the notes or 
deeds personally and it is not made 
clear they are executed in its repre- 
sentative capacity. 

Most of the liability incident to the 
management and care of real estate in 
trust can either be covered by insur- 
ance or reduced to a minimum by 
using great care, but since a corporate 
trustee must operate through em- 
ployees and agents and since insurance 
and other matters growing out of 
proper management are so technical, 
frequently a corporate trustee may 
suffer loss. The chance of such a loss 
should be considered in the fixing of 


| fees for managing real estate. 


Liability In Operating Business — 


| The liabilities incident to operating 


In writing to advertisers please mention The Burroughs Clearing House 


a business are so many and varied that 
space will not even permit their 
enumeration, and for this reason no 
corporate trustee should assume the 
operation of unincorporated business 
whenever it is possible to obviate it — 
and never assume it unless protected by 
the broadest possible clauses in the trust 
instrument. One way of minimizing 
this liability is to incorporate the busi- 
ness and this should be done whenever 
possible. A trustee should hestitate 
to operate a business even if incor- 
porated for any length of time, for an 
interest in any business is a highly 
speculative investment for a_ trust 
estate. 


Liability Growing Out of the Division 
and Distribution of the 
Trust Property 


When a corporate trustee accepts a 
trust, it in effect guarantees to the 
creator and the beneficiaries that it 
will pay out of the corpus and income 
of the trust to the persons and in the 
manner and in the proportions stipu- 
lated in the document. If it does not 
do so it is responsible for the results. 
At first thought, it seems that a small 
degree of care will insure the trustee 
against losses of this nature, but a more 
careful consideration reveals latitude 
for considerable loss. 

In distributing the income and 
principal of a trust, the distinction 
between income and principal is im- 
portant. Suppose a trustee charges 
certain losses or expenses to principal 
when they shouid be charged to income, 
and after the death of the life tenant 
the remaindermen refuse to accept 
final settlement as a result. 

Suppose the agreement provides the 
income is to be paid to a certain person 
until he or she marries, a secret mar- 
riage takes place, and the payments 
are continued by the trustee after 
marriage takes place. Suppose pay- 
ments are made to a person who con- 
vinces the trustee he is an adult when 
actually he is a minor. Suppose the 
trustee makes a mistake relative to the 
identity of a beneficiary and pays a 
considerable sum of money to the 
wrong person. Suppose, upon final 
disiribution, the estate is to go to the 
lineal descendants or heirs of the 
grantor or some other person and one 
lineal descendant or heir is not located 
or is presumed dead and later appears 
for his share of the trust property. 
Suppose the trustee is given the discre- 
tion of paying part of the principal to 
a life tenant, and the remaindermen 
claim this discretion was improperly 
used, and therefore the trustee 15 
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CLEARING HOUSE 


indebted to them for the amount 
wrongfully paid out to the life tenant. 


Protective Clauses in Trust Agreements 


It is presumed that a _ corporate 
trustee before it accepts a trust will 
see to it that the instrument creating 
the trust includes the necessary safe- 
guards to remove as far as possible 
liability which a trust should not 
properly be required to assume, but a 
trustee should not place too great a 
reliance upon these protective clauses. 
The rule that a party to an instrument 
cannot by contract protect itself 
against the results of its own negligence 
would undoubtedly apply to a bank 
or trust company acting as trustee 
under a trust document. It therefore 
seems probable that even though a 
trust document specifically relieves 
the trustee of all liability whatsoever, 
the courts would hold that any loss 
to the trust estate due to neg- 
ligence or lack of care of the trustee 
would be chargeable against the trustee 
and not against the trust estate. 

The object and purpose of this 
article is not to presume to give a 
scholarly treatment of the liabilities 
assumed by corporate trustees, but to 
point out to the officers and employees 
of trust departments of banks and 
trust companies, and particularly of 
banks and trust companies just enter- 
ing the trust business, that the liabil- 
ities that they are assuming are many 
and varied and should be taken into 
consideration in fixing fees. It is hoped 
that corporate trustees will make a 
careful and scientific study of the 
many liabilities involved in trust 
management and by application of 
mathematical science determine on the 
average the cost of assuming these 
liabilities and thus arrive at commen- 
surate fees. 


An Indiana Loan 


IE X bank of Indiana had bor- 

rowed money from the Y bank, and 
the president of the X bank assigned a 
note to the Y bank as collateral. 

“The assignment was not authorized 
by our directors, is not binding on us, 
and you’re bound to show that the 
assignment was so authorized,’ the 
directors contended. 

“The assignment will be presumed 
lo have been made under proper 
authority until you prove the con- 
trary,” the Y bank maintained, and 
the Indiana courts upheld this con- 
tention in a case reported in 157 Ind. 
120.—M. L. H. 


Little boy: ‘‘Mother, do they have 
banks in heaven?” 

Mother: ‘‘No, of course not, dear. 
It takes loaning officers and credit men 
to run banks.” —Guaranty News. 





Twenty-seven 





As easy to buy as 
a cup of coffee 


In virtually every American 
community, you will find public 
telephones. The Bell System pro- 
vides 300,000 of these convenient 
stations, a total larger than that 
of all restaurants, hotels, lunch 
rooms and soda fountains put to- 


gether. It is literally easier to buy a 


telephone call than a cup of coffee. 


Making telephone service con- 
venient is important. People in 


their homes and places of work, 


as well as in public places, thus 
grow accustomed to this modern 
means of communication. 

Convenience, reliability, econ- 
omy, speed. . . these are the solid 
values which telephone service 
offers. By developing these values, 
the Bell System is carrying out its 
responsibility to investor as well 
as user. 

May we send you a copy of our 
booklet, ‘‘Some Financial Facts’’ ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 
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EASY SNAP 


@® COLLAPSIBLE @ 
STORAGE FILE BOXES 
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52 SIZES — LOWEST PRICES 





STRAYER COIN BAG Co. 


MANUFACTURERS OF 


BANK SUPPLIES 
NEW BRIGHTON, - - PA. 


“*Now 19 YEARS SERVING THE BANKER*’ 
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HE REIGNS SUPREME... 
HIS KINGDOM, OUR KITCHEN 


From daylight till dark, the savory domain just beyond our dining room bustles 
with orderly activity. Rich broths simmer in gleaming stock-pots. Ribs of beef and 
juicy hams bake in deep, hot ovens. In one corner is the fragrance of apple pie; in 
another, the aroma of fresh-brewed coffee. And reigning over this kingdom is an 


amiable sovereign — our chef.* 


Like a wise general, he marshals his forces at dawn. In fact, hours before you leave 
your good Statler bed, he has distributed his carefully-planned menus to the cooks 


at their various stations... issued explicit orders for the day’s work... and con- 


ferred with all his assistants. 


And then, through a busy morning and crowded afternoon, he keeps a trained eye 


on everything. He watches the roasts as they come toa golden brown .. 























. tastes the 
sauces and salad dressings . . . sam- 
ples the vegetables. For, you see, 
he’s determined that nothing shall 
leave his kitchen unless it meets the 
high standard of Statler cooking. 
And 


manager, as well as a famous chef, 


because he’s an efficient 
everything moves on schedule in 
his department. That’s why Statler 
food comes to you hot when it 
should be fot, cold when it should 
be co/d—in a word, deliciously pre- 
pared, perfectly served. 

To his genius for devising menus 
that abound with your favorite 
dishes ... and his expert supervi- 


sion ...we owe much of our repu- 


tation for mastering the art of 


American 


And 


proud of him. He, in turn, is proud 


Cookery. we're 
of his contribution to Statler serv- 
vice. For, like all our employees, 
his ambition is to please and to 
satisfy the thousands who come to 
our hotels month after month to 


dine — and to be housed. 


*73% of Statler stockholders are 
employees. 





HOTELS STATLER 


where **The guest is always right”’ 


BOsTON 
CLEVELAND 


in NEW YORK, 


BUFFALO 
DETRONIT 


$T. LOUIS 


Hote! Pennsylvania 
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THE BURROUGHS 


Depression’s Back to the 
Wall 


(Continued from page 5) 


The total capital of the twelve 
banks is $134,000,000. 

The board will select initial boards 
of directors for the twelve _ banks, 
each with eleven members. These will 
serve until January when nine of their 
successors will be elected by the stock- 
holders, the other two being appointed 
by the central board. 

The banks are authorized to make 
loans to their stockholders secured by 
mortgages owned by these stockholder 
members, no member being permitted 
to borrow more than twelve times the 
amount of its holding in stock. The 
mortgages pledged as security may be 
upon properties worth not more than 
$20,000 and must be home mortgages 
on properties designed for the dwelling 
of three families or less. Funds for the 
system will be raised by the sale of 
debentures secured by the obligations 
of the borrowing stockholders on a 
basis that guarantees at least $190 of 
unpaid mortgage principal back of 
each $100 of debentures. 

At the request of the Home Loan 
Bank Board, Comptroller of the Cur- 
rency John W. Pole ordered receivers 
for closed national banks to suspend 
all mortgage foreclosure proceedings 
for sixty days and similar action has 
been taken by banking officials in 
many of the states. The new Home 
Loan banks are expected to ease the 
mortgage situation before the expira- 
tion of the sixty days. 


Was It An Acceptance? 


NEW YORK banker had bought 

a safe, and refused to complete the 
sale on the ground that the safe was 
not what he had ordered. 

“Then return the safe to me,” the 
manufacturer demanded, but the 
banker refused, without getting legal 
advice as to his rights, and then sued 
to rescind the contract. 

“The refusal to return the safe was 
an acceptance,” the manufacturer main- 
tained, ‘‘and it is too late to object.” 

But courts ruled in the banker’s favor 
in 106 N. Y. 90 Norton. — M. L. H. 


A FARMER took his son to the presi- 
dent of a large bank and asked him 
to give the boy a job. ‘‘You see,” he 
explained, “I want him to learn the 
business and become a bank cashier.” 
Not very well impressed with the 
lad, the banker tactfully replied, 
“That’s a good idea, but why don't 
you make a farmer out of him?” 
“Well, I thought of that,’”’ said the 
farmer, “but you see, the boy’s not 
very bright.””—The Caduceus, Cana- 
dian Bank of Commerce. 
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Twenty-nine 


How Bondholders’ Protective Committees Work 


in someone other than the equity 
owner, and must be brought at once, 
either by rental or by purchase, under 
the control of the new management. 
The lease given to a tenant in this type 
of structure calls for a certain fur- 
nished apartment. If the furniture is 
removed, the lessee will vacate. 

If the property goes to foreclosure, 
the receiver and the committee are 
very much restricted in their endeavors 
to manage and rehabilitate the prop- 


erty. Each item of expenditure must 
be approved by the court which 
appointed the receiver. He can have 


an old stair carpet repaired, but he 
cannot buy a new one; he can redec- 
orate the interior of an apartment, but 
he cannot buy a new lighting fixture. 
In most states the theory of real estate 
foreclosure is that the property is to be 
preserved in about the same condition 
as when the receiver was appointed. 
With the tenants, on the one hand, 
clamoring for new furnishings and 
equipment and threatening to move 
out if they are not forthcoming; and a 
hostile owner, on the other, objecting 
to the receiver’s account if he spends 
money for any unauthorized purpose, 
the operation in receivership of large 
furnished apartment buildings is most 
difficult. A capable bondholders’ pro- 
teclive committee more than justifies 
its existence. 

Thus, the committee, working with 
the equity owner or with the receiver, 
as the case may be, sets up the machin- 
ery to afford adequate representation 
to the scattered bondholders, to make 
certain that the revenue of the prop- 
erly is made available to them or used 
for their account and to keep the 
property in as good physical condition 
as possible. It establishes an office 
and, when the size of the issue war- 
rants, engages a paid secretary to give 
the matter his full time. He conducts 
correspondence with the bondholders, 
answers inquiries regarding the affairs 
of the committee, and makes reports 
of the condition of the property and 
the income therefrom. 

Theoretically, perhaps, the protec- 
tive committee should be composed of 
owners of the bonds affected. Ac- 
tually, this is not practical. The bond- 
holders are involved in the matter as 
investors and probably have had no 
experience whatever as operators of 
property of like character. As a rule, 
then, the members are chosen for their 
character, financial standing, and 
proved ability as operators of real 
estate properties. In the instances 
where underwriters form their own com- 
mittees to protect their own issues, it is 
common for the committee to be com- 
posed of officers of the underwriting firm. 

As a rule the committees are 


(Continued from page 14) 


honestly formed and honestly con- 
ducted. Perhaps a few are in the 
picture to get what they can out of 
the property for themselves, but it is 
safe to say that they will not last long 
before their activities are discovered 
and recourse is had to the courts for 
their removal. Before depositing his 
bonds, the bondholder is advised to 
look carefully into the personnel of the 
committee and the antecedents of its 
members. 

Now, what of the depositing bond- 
holder —and him who does not deposit 


* 























ONE OF THE 
17 
DOORS IN THE 
WORLDS 
LARGEST 
VAULT 





his bond? Let us illustrate by a 
typical example. 

The Oakcrest Apartments (a purely 
fictitious name) was mortgaged as 
security for an $850,000 bond issue. 
The property was appraised in 1927, 
when the loan was made, at $1,500,000. 
It defaulted as to interest and a small 
prepayment of principal. At the 
suggestion of the corporate trustee, a 
bondholders’ protective committee was 
formed. Negotiations were opened 
with the equity owner and the junior 
lienholders, which indicated that 


























guarded by seventeen doors. Six of 
them are 36" and eleven are 24" in 
thickness of solid metal. Weighing 


HE YORK 
Vault now be- 
ing installed in the 
Bank of Japan at 
Tokyo is the larg- 
est ever built. 


two vaults, each 
187 ft. by 83 ft. 
Entrance to this massive structure is 


approximately 3500 tons, this entire 
vault equipment was built in the York 
factory at York, Pennsylvania and is 
being installed in the Bank of Japan 
at Tokyo by York engineers. 


It x * * 
comprises in fact 


Whether your bank is large or 
small, we invite you to consult with 
us when planning your vault require- 
ments. We will place at your dispo- 
sal the same experience and facilities 
that have earned for York a position 


of world-wide preeminence. 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS 







NEW YORK ST. LOUIS 
BALTIMORE SAN FRANCISCO 
BOSTON NEW HAVEN 
PHILADELPHIA HOUSTON 

SEATTLE CHICAGO 





mn - FIRE AND BURGLAR 








AND BUILDERS OF THE 


PROOF 





WORLD'S GREATEST VAULTS 


CLEVELAND HONOLULU 
WASHINGTON PARIS 
LOS ANGELES HAVANA 
PITTSBURGH TOKYO 

MONTREAL SHANGHAI 


SAFES AND -GHEeSTS . « 
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EVERAL New Burroughs Adding Machines recently 
have been included in the long line Burroughs offers 


for every bank requirement. For routine addition or 





subtraction, writing transit letters, interior proving, trial 
balance, proof of ledger posting or other bank figure 
work, there are Burroughs Adding Machines with special 
features that exactly adapt them to the kind of work to 
be done. Moreover, the new machines provide 


greater speed, simplicity and ease of operation. 


You will be well satisfied if you ask the local Burroughs 
office to inform you of the numerous improvements 


Burroughs has recently introduced. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 





An eight column Burroughs Desk Adding Ma- This New Desk Duplex Adding Machine adds Burroughs Adding Machine equipped with 
chine. All styles of Burroughs Desk Machines two sets of figures in one run and provides a double adding mechanism. Wide, movable 
require only 9” x 134%" space; are operated separate total of each set; also adds groups of carriage for listing and totaling in various 


with one hand; may be moved aside when not 


figures, furnishing a total of each group and a columns of wide forms. May be obtained with 
in use or easily carried to another desk. 


grand total of group totals without relisting. special features for proof or transit work- 
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NY 


The New Burroughs with double motor bar 
subtracts as quickly and easily as it adds. 
By depressing the minus motor bar an 
amount is instantly subtracted and des- 
ignated by the symbol (—). By depressing 
the plus motor bar an amount is instantly 
added. The machine also prints a credit 
balance, automatically designating it (CR). 
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—_ Manufacturers of ACCOUNTING MACHINES * ADDING MACHINES 
Hee STATISTICAL MACHINES *« TYPEWRITER BOOKKEEPING MACHINES 
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Has advantages that are appreciated alike 
by employer and employee. To the office 
worker it offers correct seating in a health- 
ful, fatigue-resisting position. To the em- 
ployer, it offers not only the advantage of 
having satisfied employees who are seated 
correctly for efficient work, but also the 
economy of an all-metal chair built to with- 
stand long, hard usage. Made in many styles. 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED 
WINDSOR, ONTARIO 





Burroughs 
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CHAIR 


| foreclosure could be avoided if all of 


the first mortgage bondholders would 
deposit their bonds. A leading trust 
company was appointed depositary, 
and calls for bonds were sent out. 
Eighty per cent of the bonds were 
deposited within the time prescribed, 
and when the deposit date was 
extended, 10 per cent more came in. 
The remaining 10 per cent could not 
be acquired, and as a result it was 
necessary to declare the original plan 
inoperative. 

Depositing bondholders were notified 
of the condition, and foreclosure pro- 
ceedings were instituted. A receiver 
was appointed to take charge of the 
property, and the sale was duly adver- 
tised and held. A representative of 
the protective committee appeared at 
the sale and bid in the property at 
$400,000, paying for it with a like 
amount of the deposited bonds. There 
were no other bidders. 

So far as the non-depositing bond- 
holders were concerned, they received 
their proportionate share of the sale, 
less expenses and unpaid taxes, and 
were thereafter eliminated from further 
consideration. The depositing bond- 


| holders, represented by the committee, 
| took title to the property in the name 


of a corporate trustee, received certifi- 


_ cates of beneficial interest in a new 
| trust, in addition to their share of the 

sale, and will own the property out- 
| right, sharing in any further distribu- 
| tion of earnings and proceeds when 
| the property is ultimately sold. 


In some few cases, say where 98 per 
cent of the bonds have been deposited, 
the remaining 2 per cent may have a 
sufficient nuisance value that the com- 
mittee will pay them off in full to get 
them out of the picture. This occurs 
only where it is cheaper to pay them off 
than to carry through the foreclosure 
proceedings. In the vast majority of 
cases the non-depositing bondholder 
who stands alone, unwilling to go along 
with his fellow bondholders, accom- 


| plishes nothing other than to delay 


orderly reorganization. He receives, 
as a rule, only a fraction of the face 


| value of his bond and forfeits his right 
| to any possible future distribution 


BURROUGHS ADDING MACHINE COMPANY .. DETROIT, MICHIGAN | 


from the procceds of the property. 

To the average bondholder, per- 
haps, the expenses incurred by the 
protective committees seem unneces- 
sarily high. Those committees that 
are guided by honesty of purpose, 
however, take care to keep costs as low 
as possible. In the present situation 
these expenses are unavoidable. 

The logical advice to the holder of a 


| defaulted real estate bond seems to be 
| to deposit his bond with the protective 


committee, if the committee is honest 


| and is working in his interests. 


Next month Mr. Pullen will discuss 
the methods of reorganization of real 


| estate properties. —The Editor. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-10-32-ADV. 









